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(From the non-corrected record, A/PV.561/Add.1 ) 


N MONDAY, 29 October, the Israel defense forces took 

security measures in the Sinai Peninsula in the exercise 

of Israel's inherent right of self-defense. The object of 
these operations is to eliminate the bases from which armed 
Egyptian units under the special care and authority of Colonel 
Nasser invade Israel's territory for purposes of murder, sabo- 
tage and the creation of permanent insecurity to peaceful life. 
These are the only military activities for which the Govern- 
ment of Israel is responsible. 

Stretching far back behind the events of this week lies the 
unique and sombre story of a small people subjected through- 
out all the years of its national existence to a furious, im- 
placable, comprehensive campaign of hatred and siege for 
which there is no parallel or precedent in the modern history 
of nations. Not for one single moment throughout the entire 
period of its modern national existence has Israe! enjoyed that 
minimal physical security which the United Nations Charter 
confers on all Member States, and which all other Member 
States have been able to command. 

We meet here within the auspices of the United Nations, a 
family of sovereign States organized in a system of mutual 
rights and obligations. Its basic premise is the principle of 
sovereign equality of all its Members. Whatever rights are 
enjoyed by other Members of this Organization belong to 
Israel without addition or diminution. Whatever obligation 
any Member State owes to another, Egypt owes to Israel and 
Israel to Egypt. If Egypt denies Israel the plenitude of its 
Charter rights then it inflicts a deep injury upon Israel, and its 
competence to invoke the Charter against Israel is seriously 
compromised and reduced. 

What are the obligations which Egypt owes to Israel under 


the Charter? Under the Charter Egypt is bound to practise 
tolerance and live together in peace with Israel as a good 
neighbour. Under the Charter Egypt is bound to unite its 
strength with Israel to maintain international peace and secur- 
ity. Under the Charter Egypt is bound to regard Israel as a 
State endowed with sovereignty equal to its own. Under the 
Charter Egypt is bound to respect the territorial integrity and 
the political independence of the State of Israel, and especially 
to refrain from the threat or use of force against that integrity 
and that independence. Under the Charter Egypt is bound in 
advance to accept and carry out the decisions of the Security 
Council whenever such decisions are made in favor of Israel 
as of any other State. To these broad obligations, derived from 
the Charter, there must be added to Egypt's account other 
obligations of a more specific nature, based on the Armistice 
Agreement of 1949. Under that Agreement, Egypt is bound to 
respect the demarcation line between Israel and Egypt, to pre- 
vent any illegal crossings of that line, to abstain from the 
threat or use of force from its own side of the line against 
Israel's side, to regard the Armistice Agreement itself as a 
transitory measure leading to permanent peace, to respond at 
any time to Israel’s request for a conference to develop the 
Armistice Agreement into a peace settlement or to amend and 
review the provisions of the Agreement, to abstain from any 
act of hostility or any act of blockade or belligerency. Is there 
any resemblance whatever between this list of obligations and 
Egypt's actual conduct of its relations with Israel? Can any- 
one imagine that, if Egypt had been willing to carry out this 
system of relations with Israel, we should have been assem- 
bled here on this tragic and solemn occasion? 

What we confront tonight is a point of explosion after 
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ABBA EBAN 


seven years of illicit belligerency. Belligerency is the key to 
the understanding of our problem tonight. Egypt has prac- 
ticed belligerency against Israel by land. Egypt has practiced 
belligerency against Israel by sea. Egypt has established bel- 
ligerency as the juridical basis of its relations with Israel. Egypt 
has held belligerency to be the spiritual and emotional main- 
spring of its conduct towards Israel. Out of this four-fold bel- 
ligerency maintained by Egypt for seven years—but with 
special vigour and intensity since the rise of the Nasser regime 
—is born the crisis which the Assembly of the United Nations 
confronts tonight. I would say a word to the Assembly on each 
of these aspects of Egyptian belligerency. 

Belligerency by land took its origins in May 1948 on the 
very morrow of Israel's emergence to sovereignity. On that 
date, Egyptian forces, joined by the converging forces of other 
Arab armies, marched into the newly-established, independent, 
sovereign State of Israel with the avowed aim of its destruc- 
tion. Alas, the processes which now move so swiftly in Egypt's 
protection were much slower at that time. It took us eight 
weeks to secure from the organs of the United Nations the 
establishment of an effective and stable cease fire. During that 
period, every home in Israel stood under the direct shadow of 
death and extinction. Our men, women and children fell by 
the thousands while this wave of aggression threatened to con- 
vulse us. At the end of that year, negotiations were held under 
United Nations auspices which led to the conclusion of the 
Rhodes Armistice Agreement. This Agreement did not promise 
us an affirmative, trustful and co-operative pattern of relation- 
ships. It did at least, however, promise us immunity from 
overtly hostile acts. Under the Armistice Agreement, every 
citizen of Israel is entitled to till every inch of Israel's soil and 
to navigate every inch of Israel’s waters, without let or hin- 
drance by any violent encroachment from the Egyptian side. 
Yet, throughout this period of the armistice, our territory has 
been subjected to constant encroachments. The frontier has 
not been for Israel a barrier against the sudden leaping forward 
of violence by day and by night. Our toll of over four hundred 
dead or wounded through these incursions tells the story of an 
armistice frontier which has been violated with consistency, 
and with special frequency and intensity during the past two 
years, during which the Nasser regime has held sway in Egypt. 
The toll of dead and wounded has been augmented and ag- 
gravated by countless pipelines blown up, by water supplies 
demolished, by trees pulled down, by an inferno of insecurity 
and danger which has raged along peaceful farms and home- 
steads in the frontier area. And last year, as I shall point out, 
to all of these torments was added perhaps the most penetrat- 
ing and perilous of all, through the:organization and mobiliza- 
tion of the fedayeen movement. 

It may be difficult for nations assembled here, which enjoy 
a normal security, to understand what has been involved for 
Israel by this belligerency on land. While much has been said 
about Israel’s responsibilities to the United Nations, it is a 
melancholy fact that since 1948 any Arab State which has 
ever tried to kill Israel, to plunder Israel property, to block- 
ade Israel’s ports, to intercept Israel's navigation, has never 
regarded itself as operating under any effective international 
deterrent. Thus the United Nations has not been able to offer 
Israel the minimal of daily security enjoyed by all its other 
Members in nearly every sector of their national lives. 

Surrounded by hostile armies on all its land frontiers, sub- 
jected to savage and relentless hostility, exposed to penetra- 
tions, raids and assaults by day and by night, suffering constant 
toll of life amongst its citizenry, bombarded by threats of 
neighboring Governments to accomplish its extinction by 
armed force, overshadowed by a new menace of irresponsi- 
ble rearmament, embattled, blockade-besieged, Israel alone 
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amongst the nations faces a battle for its security anew with 
every rising dawn and with every approaching nightfall. In a 
country of small area and intricate configuration, the proximity 
of enemy guns is a constant and haunting theme. 

These are the fears and provocations which hover over us 
everywhere, but they fall upon us with special intensity in the 
frontier areas, where development projects vital to the nation’s 
destiny could be paralyzed or interrupted by our adversaries 
from a position of dominating geographical advantage. In 
short, it is a small country where every activity by farmers 
or citizens becomes a test of physical and moral courage. These 
are the unique circumstances in which Israel pursues its quest 
for security and peace. 

On innumerable occasions the active defense of Israel life 
and territory has been compromised in deference to inter- 
national opinion. We know that Israel is most popular when it 
does not hit back, and world opinion is profoundly important 
to us. So, on one occasion after another, we have buried our 
dead, tended our wounded, clenched our teeth in suppressed 
resentment and hoped that this very moderation will deter a 
repetition of these offences, but sometimes the right and duty 
of self-preservation, the need to avoid expanding encroach- 
ments, the sentiment that if the claim to peaceful existence is 
not defended it will be forever lost prevails in the final and 
reluctant decision. 

But this belligerency which assails us by land has its counter- 
part by sea. In 1948, the Government of Egypt established 
processes of visit, search and seizure, began to confiscate ships 
and cargoes bound for Israel ports, established restrictive 
regulations, assumed punitive measures against the shipping 
and flags of other countries desiring to trade and to navigate 
peacefully with Israel upon and between the high seas. The 
flags of fifteen nations endowed with the unconditional right 
of free navigation in the Suez Canal, have been abused and 
prejudiced by unlawful acts of interception. Ships have been 
confiscated and sold, cargoes have been held and sequestered, 
sailors have been tormented and wrongfully imprisoned, and 
all of this on the great international waterway consecrated nine 
decades ago to the universal right of all nations for free com- 
merce and navigation. 

Thus, classic acts of war by maritime blockade have been 
added to the pattern of Egypt’s land belligerency and the total 
pattern of Israel's siege. Again, through all the development of 
this policy during the Nasser regime we have witnessed a con- 
sequent sequence of aggravation. The processes of blockade 
and interception have been extended in the name of belliger- 
ency from the Suez Canal to another international waterway, 
the Gulf of Aqaba, and the State of Israel has had to distort 
the entire pattern of its economy, to bear illicit burdens run- 
ning into tens of millions of pounds in order to compensate for 
the impact of this piratical system which Egypt has established 
on this great artery of the world’s communications. 

Belligerency by land and belligerency by sea are both ex- 
pressed in a doctrine of juridical belligerency. This doctrine 
has been discredited by the Security Council of the United 
Nations, but it continues to be maintained. On 12 June 1951, 
the Egyptian representative said: 

“We exercise our rights of war. We are legally at war with 

Israel. This armistice does not put an end to a state of war. 

It will not prohibit Egypt from exercising certain rights of 

war.” 

In the Security Council of the United Nations, the Foreign 
Minister of Egypt declared: 

“The Egyptian-Israel General Armistice Agreement will not 

be interpreted by us as terminating in any legal or :echnical 

sense the state of war betwen Egypt and Israel.” 

This jurisprudence continues to be maintained long after 
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it has been adjudicated and discredited. It furnishes a basis for 
our contention that in juridical and legal terms Egypt has cut 
itself off from its Charter obligations towards Israel and does 
not even avow a legal basis upon which this conduct towards 
us can legitimately be explained. 

The fourth aspect of this belligerency should be studied in 
those statements of Egypt's intentions towards Israel which 
furnish the philosophical background to the belligerent acts 
which I have described. Here is a typical example of the kind 
of utterance which bombards the ears of Israel's population 
by day and by night: 

“Wait and see”—says the Egyptian dictator—"soon will be 

proven to you the strength and will of our nation. Egypt 

will teach you a lesson and quieten you forever. Egypt will 
grind you to the dust.” 

On 11 April, celebrating the exploits of Egypt's commando 
units in Israel, the Egyptian Minister of Religious Properties 
declared: 

“There is no reason why the faithful fedayeen, hating their 

enemies, should not penetrate into Israel and transform the 

lives of its citizens into a hell. Yes, we will be victorious 
because our motives are holy and our aims are the highest. 

We will be victorious because we are more diligent in death 

than Israel is in life.” 

On 14 October, the Egyptian dictator himself said: 

“I am not solely fighting against Israel. My task is to deliver 

the Arab world from destruction through Israel's intrigue, 

which has its roots abroad. Our hatred is very strong. There 
is no sense in talking about peace with Israel. There is not 
even the smallest place for negotiations.” 

The Press and all the agencies and media of information 
take up the chorus. A typical example was contained in the 
leading Egyptian newspaper: 

“Israel will not be saved from the Arabs. She will be des- 

troyed under the feet of Arab fighters and the flag of free- 

dom will be unfurled over Palestine.” 

There is a tendency in some quarters to underestimate the 
importance and the impact of those pronouncements. I can 
assure members of the General Assembly that it is a unique 
and disquieting experience to live in a country surrounded by 
neighbors which bombard it by day and by night with predic- 
tions and menaces for its physical destruction. There is no 
doubt whatever that these authoritative directives furnish the 
psychological and emotional background against which bellig- 
erency by land and by sea is organized with growing and in- 
creasingly explosive incensity. But all of these aspects of bellig- 
erency together would not of themselves automatically invite 
a drastic response in self-defense, and I wish to explain frankly 
and candidly to the General Assembly the special background 
against which our action of last Monday took place. 

World opinion naturally asks itself: What are these fe- 
dayeen units? What do their activities imply for Israel’s secur- 
ity? Whether their actions in the past and their plans for the 
future are really full of peril for Israel? Whether the peril was 
really so acute that Israel might reasonably regard the elimina- 
tion of this peril as a primary condition of its security and 
indeed of its very existence? 

The Government of Israel represents a people endowed with 
a mature understanding of international facts. We are not 
unaware of the limits of our strength. We are perhaps amongst 
the half dozen smallest Members of this Organization. We 
fully understand how certain measures might at first sight 
evoke a lack of comprehension, even in friendly minds. Being 
a democracy, we work under the natural restraints of a public 
opinion which compels us to weigh drastic choices with care 
and without undue precipitation. It is in short a Government 
which determines its actions by its single exclusive aim of en- 
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suring life and security for the le whom it represents, 
while safeguarding the honor trust of millions linked to 
it by the strongest ties of fraternity. 

In recent days, this Government of Israel had to face a tor- 
menting question: Do its obligations under the United Na- 
tions Charter require it to resign itself to the existence of unin- 
terrupted activity to the south and north and east of armed 
units practising open warfare against it, and working from 
their bases in the Sinai Peninsula and elsewhere for the main- 
tenance of carefully regulated invasions of our homes, our 
lands, and our very lives? Or, on the other hand, are we acting 
legitimately within our inherent right of self-defence when, 
having found no other remedy for over two years, we cross the 
frontier against those who have no scruples in crossing the 
frontier against us? Members of the General Assembly may be 
in a better position to evaluate the choice and to identify them- 
selves with this situation if they hear something of the back- 
ground of this movement and its place in the total pattern of 
Egyptian intransigence and aggression. 

Let it be oe that the system of waging war against Israel 
by commando penetration is the product of Colonel Nasser’s 
mind. It is one of his contributions to the international life 
and morality of our times. 

After intensive preparation during the spring and the sum- 
mer of 1955, this new weapon was launched in August of that 
year, breaking a period of relative tranquillity on the Egyp- 
tian-Israel frontier, indeed, coming at a time when Egypt and 
Israel were engaged in ful negotiations with the United 
Nations Chief of Staff, looking towards the integral imple- 
mentation of the 1949 Armistice Agreement. Between 30 
August and 2 September of last year, the Egyptian Govern- 
ment proclaimed its official responsibility for these invasions. 
On 30 August, it broadcast: 

“Egyptian forces have penetrated into the territory of 
occupied Palestine and pursued the attackers.” 

On 31 August 1955, an official communique informed the 
Egyptian people of this new military technique: 

“Egypt has decided to despatch her heroes, the disciples 
of Pharaoh and the sons of Islam, and they will cleanse 
the land of Palestine. Thus we have decided and thus is 
our belief. There will be no peace on Israel’s border be- 
cause we demand vengeance, and vengeance is Israel’s 
death.” 

On 31 August, another official communique stated: 

“The Egyptian fedayeen have begun their activities inside 
the territory of Israel after repeated clashes on the border 
during the past week. The Egyptian fedayeen have pene- 
trated into Israel settlements spread out in the Negev 
unto Beersheba and Migdal Ashkelon, at a distance of 
40 kilometres from the Egyptian border, and have taught 
our aggressive enemies a lesson that they will not forget. 
The Egyptian fedayeen sowed fear and consternation 
amongst the citizens of Israel.” 
On 2 September, the following official statement was broad- 
cast in Cairo: 
“The forces of the Egyptian fedayeen moved towards 
Israel, approached her capital and caused heavy casual- 
ties along the border between Gaza and Tel Aviv.” 
These are some of the documents which mark the origin of 
the fedayeen movement. United Nations authorities repeatedly 
condemned these activities, designated them as aggression, held 
the Egyptian Government responsible for them and called for 
their cessation. As one example, I quote a statement at that 
time by the United Nations Chief of Staff, General Burns. 
Reporting to the Security Council, he wrote: 
“The episode of 22 August was soon followed by an 
organized series of attacks on vehicles, installations and 
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carried out by gangs of marauders in Israel terri- 
tory which, according to my information, resulted in the 
deaths of eleven military and civilian personnel . . . 
“The number and nature of these acts of sabotage per- 
petrated well within Israel territory are such as to suggest 
that they are the work of organized and well trained 
groups.” (S/3430 p.L.) 

That was the opening shot in the fedayeen offensive in the 
summer of 1955. In the spring of this year, the activity of 
these groups took on a new scope and intensity. This was the 
period during which the arms race initiated by Colonel Nasser 
with external help was running most drastically to Israel's 
disadvantage. Members of the General Assembly will recall 
how close we were then to the threshold of general war, while 
these units came in and out of Israel every day on their 
missions of murder and plunder, accompanied by the official 
exhortations of Colonel Nasser and his officials and by 
exuberant shouts of triumph in all the media of Arab in- 
formation. 

In an address to the Security Council last week, I submitted 
a detailed chronicle of acts of violence carried out by penetrat- 
ing fedayeen units, day by day and night by night, in the 
period between April of this year and a few days ago. 
Throughout the whole of that period, United Nations officials 
concerned with security on our frontier were devoting great 
attention to this —* On 8 April of this year, the United 
Nations Chief of Staff had addressed a letter to the Foreign 
Minister of Israel. In this letter, General Burns includes the 
following passages: 

“I will despatch to the Prime Minister of Egypt a protest 
against the action of the fedayeen, assuming it to have 
been authorized or tolerated by the Egyptian authorities, 
and requesting the immediate withdrawal of any persons 
under Egyptian control from the territory of Israel. I 
consider that if Egypt has ordered these fedayeen raids 
she has now put herself in the position of the aggressor.” 

I will not weary the General Assembly with this sordid 
chronicle in all its details. Suffice it to say that during this 
period of Egyptian belligerency there had taken place against 
Israel 435 cases of armed incursion, nearly 2,000 cases of 
armed robbery and theft, 1,300 cases of armed clashes with 
Egyptian armed forces, 172 cases of sabotage perpetrated by 
Egyptian military units and fedayeen in Israel. As a result of 
these activities, 465 of our people have been killed and 
wounded. In 1956 alone so far, as a result of this one aspect 
of Egyptian belligerency, 28 of our people have been killed 
and 127 have been wounded. 

I have said that this activity is merely the spearhead of 
Egyptian belligerency. It is a new device for making war and 
for making it with safety. The doctrine is one of unilateral 
belligerency. The Egyptian-Israel frontier is to be a one-way 
street. It is to be wide open for these armed Egyptian units to 
penetrate deeply into Israel to accomplish their mission and 
to return. It is to be closed in their favor against any offensive 
response. 

It was im these circumstances that the Government of 
Israel faced the tormenting problems of its duties and obliga- 
tions under the Charter of the United Nations. We are not 
satisfied with a justification of our actions in pure terms of 
national expediency. There is perhaps no Member of this 
Organization more sensitive to all the currents of international 
opinion, more vulnerable to the disfavor and the dissent of 
friendly world opinion, broader in the scope and extent of its 
universal associations, less able to maintain its life and its 
existence on any principle of self-sufficiency and of autarchy. 

It was within a full knowledge of this fact that we have 
been forced to interpret Article 51 of the Charter as furnishing 
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both a legal and a moral basis for such defensive action 
as is literally and specifically applicable to the dangers which 
we face. Under Article 51 of the Charter the right of self- 
defence is described as inherent; in the French translation it 
is natural. It is something which emerges from the very nature 
of a State and of humanity. This inherent right of self-defence 
is conditioned in the Charter by the existence of armed attacks 
against a Member State. 

Can anyone say that this long and uninterrupted series of 
encroachments did not constitute in its totality the essence and 
the reality of an armed attack? Can it seriously be suggested 
that we made no attempt to exhaust peaceful remedy? Time 
after time at the table of the Security Council and in meetings 
of the Mixed Armistice Commission efforts were made to 
bring about tranquility on this frontier. Yet all of this well 
intentioned, enlightened, and, at certain times, hopeful effort 
ended without making the life or the security of a single 
citizen of Israel greater than it was before. 

I have mentioned the problem of opinion. It is perhaps 
natural that a country should interpret its own obligations for 
the preservation of security more stringently than those who 
enjoy greater security far away. If we have sometimes found 
it difficult to persuade even our friends in the international 
community to understand the motives for our action, this is 
because nobody in the world community is in Israel's position. 
How many other nations have had hundreds of its citizens 
killed over these years by the armed action of armies across 
the frontier? How many nations have had their ships seized 
and their cargoes confiscated in international waterways? How 
many nations find the pursuit of their daily tasks to be a 
matter of daily and perpetual hazard? In how many countries 
does every single citizen going about his duties feel the icy 
wind of his own vulnerability? It might perhaps require an 
unusual measure of humility and imagination for others to 
answer the question how they would have acted in our place. 
Nobody else is in our place and is therefore fully competent 
to equate the advantage and the disadvantage of our choice. 

The Government of Israel is firmly convinced that it has 
done what any other nation would have done in our place, 
with the reservation that many would have done it earlier 
and perhaps with greater impact of resistance. It is especially 
Moving to us to find that, despite the uniqueness and the 
eccentricity of our position, something of it is making its 
way into the generous consciousness of mankind. Since this 
discussion proceeds not merely from the rostrum of the 
General Assembly, but also against the bar of world opinion, 
I think it is legitimate to quote an eloquent and cogent pas- 
sage from one of the great organs of opinion published in this, 
the host city of our Organization. Yesterday's edition of The 
New York Times stated: 

. it would be ridiculous to permit Colonel Nasser to 
pose before the United Nations or the world as the in- 
nocent victim of aggression, or to hold a protecting 
hand over him. On the contrary, in so far as there is any 
one man guilty of aggression, it is the Egyptian President, 
for he has waged war against Israel, Britain and France 
by propaganda, by gun-running, by infiltration of mur- 
derous bands, by stirring up rebellion in French North 
Africa, by seizing the Suez Canal by force and scrapping 
a treaty in the same manner in which Hitler marched into 
the Rhineland, by blocking the canal for Israeli shipping 
in defiance of United Nations orders—finally by his whole 
loudly proclaimed programme of throwing Israel into the 
sea in alliance with other Arab states and creating an Arab 
empire under his hegemony which would expand his 
influence in concentric circles to all Africa and the whole 
Moslem world.” 
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In these circumstances, both the position and the attitude of 
the Israel Government are clear. This attitude is based upon 
our fundamental concept of reciprocity. If the frontier between 
Egypt and Israel is to protect Egyptian territory against Israel 
entry, then it must protect Israel territory against Egyptian 
entry. We hold that it is a self-evident truth that the lives of 
Israel men, women and children are not less sacrosanct or less 
worthy of international protection than are the lives of the 
hired fedayeen groups which are the main instruments of 
Nasserism in its assaule upon the peace and decencies of 
Middle Eastern life. 

Beyond these incidents, grave as they are, we discern issues 
of even greater moment. World opinion must surely choose 
between the two candidates for its confidence: on the one 
hand, the farmers and workers, the men, women and children 
of Israel; and on the other hand, the fanatic warriors of the 
fedayeen groups. Behind that confrontation there stands the 
much broader and more significant alignment between Israel 
and Nasser. A small people builds its society and culture in 
its renascent homeland. In the early days of its independence 
it is set upon by the armed might of all its neighbors who 
attempt to wipe it off the face of the earth. In the following 
years its neighbors continue their assault; with warlike acts 
of their own choice they attempt its destruction by armed 
intervention. They send armed units into its territory to mur- 
der and plunder. They strive by every means to ensure that 
nowhere shall there be tranquility for peaceful pursuits. They 
blare forth the most violent threats of Israel's destruction. 
They accumulate vast armaments for bringing this about. 
They announce, as they did last week from Cairo, that it is 
they who will choose the time and the place for the final 
assault and that it is for us to wait passively for the moment 
of their selection. They proclaim that a state of war with 
Israel already exists. They seize the greatest of the world’s 
international waterways and convert it into an instrument for 
unilateral national pressure. 

Across Africa and Asia, wherever Nasserism spreads its 
baneful influence it works actively to subvert all peace and 
progress and to establish an ambitious and insatiable hegem- 
ony. Now, having considered that it has humbled and defeated 
the international community and the maritime Powers, Nas- 
ser's action returns to its first target, Israel, which is to be 
swamped from three sides with a new wave of fedayeen 
violence. The Assembly will recall that the new wave began 
shortly following the tripartite military alliance concerted ten 
days ago between the Governments of Syria, Jordan and Egypt, 
under Egypt's control. 

While studying with attention all proposals for strengthen- 
ing security in the Middle East, we must reject with vehement 
indignation the charges of aggression launched against us here, 
launched by some States whose own current international and 
security activities are well in the forefront of today’s inter- 
national attention. 

There is aggression, there is belligerency in the Middle East, 
but we for eight years have been its victims, not its authors. 
That is what I mean when I say that world opinion as here 
represented should decide whom to trust. Shall it be the small 
free people establishing its homeland in peace and constructive 
progress or shall it be the dictatorship which has bullied and 
blustered and blackmailed its way across the international life 
of our times, threatening peace in many continents, openly 
avowing belligerency, placing its fist on the jugular vein of 
the world’s communications, bringing the Middle East and 
the world ever nearer to the threshold of conflict, intimidat- 
ing all those who stand in its path, all except one people, at 
least, which will not be intimidated—one people whom no 
dictator has ever intimidated, the people which has risen up 
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against all the tyrants of history, the people which knows 
that the appeasement of despots yields nothing but an uneasy 
respite, and that a Government which allowed its own citizens 
to be murdered daily in their homes would lose the dignity 
and the justification for which Governments are instituted 
among men? 

In conclusion, I would ask the General Assembly to believe 
that Israel and the Arab States, the region in which they and 
we must forever live, now stand at the crossroads of their 
history. An aggressive dictatorship has for the first time en- 
countered successful and glorious resistance. Some elements of 
its pride have been broken. Those whom it has outraged with 
impunity have stood up and asserted their rights, and the 
hope of freedom burns ost in the Middle East today not 
only for Israel but for many others in our region who have 
found ways of communicating to us their own deep apprehen- 
sions of what Nasser’s encroachment means for their own 
cherished sovereignty. If the power of this tyranny is not arti- 
ficially revived, our region will again become a place where 
men of all nations, including Israel, can live and work in 
peace, where legitimate universal interests will be respected 
under the sanction of law, where contacts with other lands 
will be held in respect, where all those in Asia and Europe 
whose fortune is linked by history and geography with the 
Middle East will receive justice and respect for their legitimate 
interests. It will be a region where the great maritime nations 
will not have to suffer the indignities which they underwent 
in this building last month when they had to hang with exag- 
gerated deference on every wave of the hand, on every nod of 
condescension from the representative of the territorial Power 
which had converted the unconditional right of navigation 
into an act of grace or privilege to be conferred or with- 
held at will. 

Such a Middle East free from domination and totalitarian 
influence will enter perhaps soon upon its new birth of free- 
dom. This is the crossroad at which we might soon stand. We 
could have wished that we had reached it less drastically, with 
smaller peril and sacrifice. But having reached it, surely we 
must go forward and not back. This momentous discussion 
today has made it plain that one thing will not do: it will not 
do to go back to an outdated and crumbling armistice regime 
designed by its authors to last for a few months and now 
lingering for eight years in growing paralysis of function. Least 
of all can we be satisfied to return to an imperfect armistice, 
distorted by unilateral belligerency, to a system designed seven 
years ago as a transition to peace and interpreted for seven 
years by one of the parties as a continuing state of war. 

Israel has no desire or intention to wield arms beyond the 
limits of its legitimate defensive mission. But whatever is 
demanded of us by way of restoring Egypt's rights and respect- 
ing Egypt’s security under international law must surely be 
accompanied by equally binding Egyptian undertakings to 
respect Israel’s security and Israel’s rights under the identical 
law. Egypt's obligation to abstain from acts of hostility, to 
liquidate its commando activities, to abolish its illicit dis- 
crimination against Israel shipping in the Suez Canal and in 
the Gulf of Aqaba, is equal and identical in law to Israel's 
obligation to respect the established armistice lines. 

Our signpost is not backward to belligerency, but forward 
to peace. Whatever Israel is now asked to do for Egypt must 
have its counterpart in Egypt's reciprocal duty to give Israel 
the plenitude of its rights. 

Beyond the moment when fire will cease, the prospect must 
be not one of unilateral claims by one party against the other. 
The horizon must be of peace by agreement, peace without 
maritime blockades in the Gulf or in the Canal, peace without 
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frontier raids or commando incursions, peace without constant 
threats to the integrity or independence of any State, peace 
without military alliances directed against Israel's independ- 


ence. 
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Egypt and Israel are two people whose encounters in history 
have been so rich and fruitful for mankind. Surely they must 
take their journey from this solemn moment toward these 
horizons of peace. 


The Israel-Egypt Conflict 


“WE SHALL FIGHT AND NOT SURRENDER” 
By GAMAL ABDEL NASSER, President of Egypt 
Delivered over the radio, Cairo, Egypt, November 1, 1956 


(Unofficial translation from Arabic) 


These are decisive times in the history of our country as 
I am speaking to each one of you. At this time, the 
thoughts of us all are turning to our country and its safety, 
honor and dignity. Egypt is faced with the choice of living a 
free and honorable, dignified and good life or a life of tyranny. 

I feel and sense that each one of you desires to live in free- 
dom, honor and dignity, to live a good life and not a life of 
slavery, for death is better than slavery. 

Our most important objective was to create an honorable 
life in all parts of the land. However, did imperialism allow us 
to work towards this objective? Imperialism wanted us to be 
its servants. 

We appealed for peace and said: “We work for the welfare 
of Egypt” but imperialism wanted us to work for its own ends, 
to work for the realization of its policy. 

We said we are friends of those who are friends with us 
and we oppose those who oppose us. We have no aggressive 
aims. Our policy was clear and plain. These were the aims we 
proclaimed. 

Britain was always sly with Egypt. 

Thus she was in the days of Mohammed Ali when she 
found that Egypt’s armed forces were strong and were able to 
put an end to British influences. And thus Britain conspired 
against Egypt. 

After that, in 1882, Britain would not have Egypt ruled by 
a strong personality [Ahmed Arabi Bey, who campaigned 
against foreign interference}. 

And so, Britain conspired against Egypt and succeeded in 
subjecting her. That is history, our history in the past. 

But today, after Egypt has become a single, united and 
monolithic bloc, will history repeat itself? 

What happened in the past was caused by our divisions. To- 
day we face these conspiracies with a single bloc, with one 
mind. These conspiracies between France, Britain and Israel 
began with a surprise attack by Israel, Monday, October 29, 
without any reason for Britain’s conspiracy. 

Our armed forces began discharging their duty. Our air 
force, too, began to do its duty and fought. 

But, when it became evident that Egypt was able to control 
the course of the battle and when Britain found that the Egyp- 
tian Air Force was able to command the sky battle, Britain 
began to show her intentions. 

On October 30, Egypt received the Anglo-French ultimatum. 
That ultimatum asked for a cease-fire to stop hostilities while 
the Israeli forces, aggressive Israeli forces, were on Egyptian 
territory. 

Both Egypt and Israel were asked to withdraw 10 miles from 
the Suez Canal. 

Thus, Egypt and Israel are asked to accept the occupation of 
Port Said, Ismailia and Suez by the Anglo-French armed forces 
for the protection of Suez Canal navigation. 
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This was asked at a time when navigation continued un- 
interrupted and while the Egyptian forces massed to meet the 
aggressive Israeli forces and to drive back the Israeli forces. 

Britain said in her ultimatum that unless we accepted it 
within 12 hours she would take action to stop that fight. 

We shall not accept an Anglo-French occupation of a part 
of Egypt's land. We shall not accept this occupation at all, 
but shall fight for freedom, honor, dignity and self-respect. 
That is our position after this ultimatum. 

We cannot allow, cannot accept, cannot agree to the occupa- 
tion of Port Said, Ismailia and Suez by foreign Anglo-French 
forces and Egypt declared that this is a violation of her free- 
dom—the freedom, sovereignty and dignity of the Egyptian 
people. 

Israel then announced—lIsrael, the ally of Britain and the 
ally of France—that she agreed to these conditions. 

Of course Israel would agree. The fight would stop and 
Israel would be within ten miles of the canal, or ten kilo- 
meters [about six miles] within the canal zone, although she 
was the aggressive force and while our forces were winning. 

Thus we would be forced to accept the occupation—the 
occupation of Port Said, Ismailia and Suez. 

Of course Israel would agree because she was the only state 
which was opposed to the British evacuation of the Suez Canal 
Zone. 

We notified the [United Nations] Security Council, the 
Security Council held a meeting, but Britain and France flouted 
all international laws, the United Nations charter, world pub- 
lic opinion and opposed the decision to stop the fighting. 

Eden said that Britain would not recognize decisions of the 
Security Council and that she would do everything possible 
so as not to have Israel indicated as the aggressor since in 
Britain’s eyes the Israeli aggression is a brilliant action. Thus, 
the Security Council was unable to act. 

Yesterday, October 31, our armed forces had the upper hind 
in the fighting. Our air force had the upper hand in combat 
with the Israeli Air Force. 

We tell you this because this battle is your battle. 

Israel’s losses were considerable: eighteen planes while we 
lost two. 

Our forces, which were distributed, were massed and rushed 
at top speed to meet the Israeli aggression. They were massed 
to meet Israel, although Britain and France were on Israel's 
side. 

Despite all this, our air force commanded Egypt's skies. 

At 7 o'clock yesterday, after this success of our air and land 
forces, the British Ministry of Defense issued a statement that 
they would bomb Egyptian airfields as a result of Egypt's re- 
jection of the Anglo-French ultimatum to withdraw her forces 
to the distance of ten miles from the canal. 

Of course, this talk was nonsense. 

We rejected the occupation. Britain’s claim that she would 
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bomb Egyptian airfields because Egypt refused to withdraw 
her forces is sophistry and a plain lie. 

Then, since yesterday, Britain and France started their air 
raids against Cairo, the Suez Canal Zone and Alexandria. 

Their purpose was clear. Their purpose, the purpose of 
attacking our airfields, was to destroy the Egyptian Air Force, 
which showed its obvious superiority in the past two days. 

Thus, the strategy of the enemy—the Anglo-French-Israeli 
alliance—has become plain. It became evident that they aim 
at destroying our aircraft which protect our forces in the Sinai 
[Peninsula], and then their destruction and the occupation of 
Egypt. 

A vital decision had to be taken. Shall our forces be left at 
the borders without air protection? The British, French and 
Israeli air forces cooperate against the Egyptian Air force hand 
in glove. The strategy became plain and so did the situation. 

A vital decision had to be taken to defeat the aims of the 
Anglo-French-Israeli strategy and so that we should be able to 
preserve our main forces and to have the armed forces always 
ready in support of the people. 

I told the Commander in Chief of the armed forces, Gen. 
Abdel Hakim Amer, to protect our armed forces and move the 
bulk of them to the East, to foil the British, French and Israeli 
attempts to destroy our main forces. 

This began to be put into effect yesterday. 

Now, citizens, that we face this situation, shall we fight or 
surrender? The history of peoples in struggle serves as an 
example. 

Much patience, confidence and faith is needed so that Egypt 
wins her victory. Egypt has always declared that she would 
fight to defend her sovereignty, freedom and honor. 

We shall fight, citizens, the oppression which wants to 
thwart our freedom. We shall fight, my brethren, for our free- 
dom and the freedom of our people. 

We shall fight, as we always said we would, in a total war, 
the soldiers and the people, the Egyptian people by the side 
of the armed forces. 

Peoples fought from ancient times against the forces of 
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tyranny and they have won. 

Yugoslavia fought. She fought with her meager weapons 
the German armor and the Luftwaffe. Aggressive Germany 
lost and Yugoslavia won. 

Greece fought against forces superior in numbers and re- 
sources. Greece, too, won and the aggressive forces lost. 

Indonesia, too, fought against forces superior in number 
and resources but Indonesia won and the aggressive forces lost. 

And now, your brethren in Algeria are waging an embittered 
fight against half a million French for their freedom and 
dignity. 

And now there are fighters in Cyprus waging a fight and 
battling against the British Army and even the French Army, 
which is there now, for their freedom and independence. 

A force including some of you was besieged for four months 
in Faluja during the Palestine War by attacking Jewish forces. 
We defended ourselves. 

I was with that force. We were asked to surrender. To this, 
I replied to a Jewish officer who made this request: “We are 
now defending the honor of Egypt, the honor of the Egyptian 
armed forces.” 

We shall fight, citizens, a bitter fight and shall not surrender 
so that we may defend the honor of Egypt, her freedom and 
dignity. 

Each one of you, my brethren, is a soldier in the National 
Liberation Army. Orders have been issued to distribute arms, 
and we have plenty of arms. 

We shall fight a bitter battle. We shall fight from village to 
village, from house to house, because each one of you, my fel- 
low countrymen, is a soldier in the armed forces, to defend our 
honor and to defend our dignity and to defend our freedom. 

It is our resolution that we shall fight and not surrender. 

We shall fight, fight and not surrender. 

Today, my brethren, we turn a new page in our history. We 
now need patience and faith so that we may win a victory. 

I promise you, my brethren, that I = with you for 
your freedom until the last drop of my b 

Peace be upon you and the mercy of God. 


The Israel-Egypt Conflict 


WHAT THE GOVERNMENT HAS DONE AND WHY IT HAS DONE IT 
BY SIR ANTHONY EDEN, Prime Minister of Great Britain 
Broadcast to the Nation, London, England, November 3, 1956 


to talk to you tonight on the problem which is in every- 
body's mind and to tell you what has happened, what the 
Government has done and why it has done it. 

To look at the matter quietly and thoughtfully together is 
not to dev our emotions and our differences. But for the mo- 
ment let’ -orget our passions and our parties. Let's look at our 
problems in the light of our country’s needs and dangers. Let's 
look at it together as fellow countrymen. 

First, the background. For ten years there has been fighting 
and trouble and turmoil in the Middle East. Again and again 
passions have come to the boil. There have been raids and 
counter-raids and shooting and more shooting. Ever since the 
uneasy armistice of 1949 (berween) Israel and the Arab States, 
Egypt has been insisting ever since then that she is still at war 
with Israel. 

Again and again the United Nations has tried to bring set- 
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tlement and peace but with the best will in the world it failed. 
And all the time, Heaven knows, this country has worked tire- 
lessly for agreement. 

We've tried, for example, to prove our desire for friendship 
with Egypt. We made an agreement and withdrew from the 
Canal Zone. We made another agreement with Egypt, about 
the Sudan. We hoped that these would lead to a new spirit in 
our relations with Egypt. 

Some people say we've gone much too far in conciliation, 
that we gave up too much, that we've been weak where we 
should have been strong. 

Well, be that as it may, we have certainly gone to the limit 
in our effort for friendship. All those friendly approaches have 
failed. It’s no use blinking that fact. You have only to read the 
Egyptian Government's own statements; what it intends to do. 
Its words, not mine. 

Let me give you two examples: The first refers to Israel. 
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There will be no stability until this small but vile state is 
stifled. The second example comes nearer home. We must- not 
in any circumstances lose sight of our goal: to fight the British 
serpent and to expel it utterly from our land. And land, of 
course, means the whole of the Middle East. That’s been the 
Egyptian mood; the Egyptian threat, openly and publicly pro- 
claimed. 

But deeds speak even louder than words. We have seen the 
purchase of arms from behind the Iron Curtain. And in early 
August, when Colonel Nasser seized the canal, Mr. Gaitskell 
called the threat to Israel clear notice of aggression to come. 
He went on to say it’s all very familiar. It’s exactly the same as 
we encountered from Mussolini and Hitler in those years be- 
fore the war. Strong words, but justified. No wonder Israel 
was worried. 

Then a few days ago came the entry of Israeli troops into 
Egypt. Was that a dangerous situation? Was it likely to lead to 
a widespread flare-up in the Middle East? In the judgment of 
the Government it was. Was it likely to endanger widespread 
British and international interests? It was. 

Well, it’s possible to go on arguing who was the aggressor. 
Was it Israel because she crossed the frontier, or was it Egypt 
for what she'd done before? 

But that’s not the real issue for us. If you see a fire, the first 
question isn’t how it started but how to put it out. The hard 
and inescapable fact was that here was a situation likely to in- 
flame the whole Middle East with all that this would mean. 
That, in the Government's view, was the fact of the situation, 
the grim, hard fact, the reality which no words could alter. 

As a Government we've had to wrestle with the problem of 
what action we should take. So have our French friends. The 
burden of that decision was tremendous, but inescapable. 

In the depth of our conviction, we decided that here was the 
beginning of a forest fire of immense danger to peace. We de- 
cided that we must act and act quickly. 

What should we do? We put the matter to the Security 
Council. Should we have left it at that? Should we have been 
content to wait and to see whether they would act? How long 
would this have taken? And where would the forest fire have 
spread in the meantime? Would words have been enough? 

What we did was to take police action at once. Action to 
end the fighting and to separate the armies. We acted swiftly 
and reported to the Security Council. And I believe that be- 
fore long it will become apparent to everyone that we acted 
rightly and wisely. 

Our friends inside the Commonwealth and outside couldn't 
in the very nature of things be consulted in time. You just 
cannot have immediate action and extensive consultation as 
well. But our friends are coming, as Australia and New Zea- 
land have already done, and I believe that Canada and the 
United States will soon come, to see that we acted with courage 
and speed to deal with a situation which just could not wait. 

There are two things I would ask you not to forget, never to 
forget. We cannot allow, we could not allow a conflict in the 
Middle East to spread. Our survival as a nation depends on oil, 
and nearly three-quarters of our oil comes from that part of the 
world. As a Labor Member of Parliament, speaking in support 
of the Government, put it: to be without oil—I quote him— 
to be without oil is to see our industries grind to a standstill 
and starvation overtake the people of the earth. 

Chaos in the Middle East could permanently lower the 
standard of life in this country, in Europe, as well as in many 
poorer countries in the world. 

The other reflection is this: it’s a personal one. All my life 
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I've been a man of peace, working for peace, striving for peace, 
negotiating for peace. I've been a League of Nations man and 
a United Nations man, and I'm still the same man, with the 
same convictions, the same devotion to peace. I couldn't be 
other even if I wished. But I'm utterly convinced that the 
action we have taken is right. 

Over the years I've seen as many of you have the mood of 
peace at any price. Many of you will remember that mood in 
our own country, and how we paid for it. Between the wars 
we saw things happening which we felt were adding to the 
danger of a great world war. Should we have acted swiftly, 
even though it meant the use of force, or should we have hoped 
for the best and gone on hoping and talking as in fact we did? 

There are times for courage, times for action, and this is 
one of them. In the interests of peace, I do hope we've learned 
our lesson. 

Our passionate love of peace, our intense loathing of war, 
have often held us back from using force even at times when 
we knew in our heads, if not in our hearts, that its use was in 
the interest of peace. And I believe with all my heart and 
head, for both are needed, that this is a time for action, effec- 
tive and swift. Yes, even by the use of some force in order to 
prevent the forest fire from spreading, to prevent the horror 
and devastation of a larger war. 

The Government knew, and they regretted it, that this ac- 
tion would shock and hurt some people; that the bombing of 
military targets and military targets only—it’s better to destroy 
machines on the ground than let them destroy people from the 
air. 

We had to think of our troops and of the inhabitants of the 
towns and villages. Above all, it was our duty to act and act 
swiftly, for only by such action could we secure peace. 

We learn that the Israeli forces have captured the Egyptian 
Army in Sinai. We learn, too, that the United Nations Truce 
Organization is trying to arrange contact between the two 
sides to establish terms of surrender. We hope that this organi- 
zation will be able to arrange for all the captured Egyptians to 
return to Egypt. We shall certainly give them all the help we 
can in this. 

It seems that Israel has succeeded in destroying the bases in 
Sinai and Gaza in which Egyptian Commando raiders were 
trained for attacks on Israel. 

Once British and French forces have occupied the key points 
on the canal Her Majesty’s Government will insure that the 
Israeli forces withdraw from Egyptian territory. 

I've no doubt that is their intention. But they will not do so 
unless we are there to keep the peace; to give the necessary 
guarantees and prevent a repetition of these events. 

So, finally, my friends, what are we seeking to do? First and 
foremost, to stop the fighting; to separate the armies; and to 
make sure that there is no more fighting. 

We have stepped in because the United Nations couldn't do 
so in time. If the United Nations will take over this police 
action we shall welcome it. Indeed, we proposed that course to 
them. And police action means not only to end the fighting 
now but also to bring a lasting peace to an area which for ten 
years has lived or tried to live under the constant threat of war. 

Until a United Nations force is there, ready to take over, we 
and the French must go on with the job until the job is done. 

All this could mean—let’s hope and pray it does—that the 
outcome will be not only peace in the Middle East but a 
strengthened United Nations, one with power to act as well 
as to talk, a real force for peace in the world. 

Good night to you all. 











in the Near East this morning. A few hours ago, the 

Minister of Foreign Affairs and myself discussed the mat- 
ter at length in London with Sir Anthony Eden and Mr. 
Selwyn Lloyd. Urgent decisions were necessary in order to 
meet the developments of the last few hours. We took these 
decisions together and they are at this moment being put into 
effect. The Government has decided to lay them immediately 
before Parliament. 

Egypt's aggressive policy is known to the Assembly. For 
many months military aid from the US.S.R. and its satellites 
enabled it to buitd up its supply of arms considerably, at the 
cost of its economic recovery and of any increase in its people's 
wretched standard of living. 

The balance maintained with so much difficulty in the 
Middle East has each day been further jeopardized. The Suez 
incidents, which revealed Colonel Nasser’s will to expand, the 
guerilla actions repeated daily on Israel's borders, then, only a 
few days ago, the creation of a unified command between 
Egypt, Syria and Jordan, made even plainer the threat hanging 
over Israel. 

Yesterday Israeli troops crossed the Egyptian border, they 
are marching toward the Suez Canal. Faced with this fact, how 
can we evaluate it? We know the people of Israel well, we 
know their courage, and their resolve, the courage with which, 
day after day, the Israelis have striven to develop a stubborn 
soil, the courage with which, surrounded by hostile peoples, 
they are maintaining the integrity of their territory. We know 
their devotion to human rights and to the fundamental princi- 
ples of democracy, principles whose value they realize, more 
perhaps than anyone else. We know finally the provocations to 
which Israel has been subjected by certain Arab countries, we 
know that these countries are acting more and more at the 
instigation of Egypt and that they are openly flaunting their 
determination one day to wipe Israel off the map. 

We also know Colonel Nasser’s regime. We know that he 
does not hesitate to resort to force and to violate international 
law. We shall not forget his repeated refusal to permit the pas- 
sage of Israeli ships through the Suez Canal in spite of in- 
junctions on the part of the United Nations. 

Three months ago his seizure of the canal gave evidence of 
his scorn for treaties, while since the affair of the “Athos” and 
the capture of the leaders of the Algerian “National Liberation 
Front,” we have each day seen further proof of his interference 
in the Algerian tragedy. In spite of these factors which might 
make one think that Israel is acting in legitimate self-defense, 
the French Government felt that it was not incumbent on it to 
express today either approval or condemnation of the Israeli 
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action. 

With due respect for the United Nations Charter, we sup- 
ported the American request to refer the matter to the Secur- 
ity Council immediately. This body will give its decision after 
studying—objectively and calmly, I hope—all aspects of the 
problem. I do say all aspects, and not only the incidents of the 
last few hours. Should, we, however, have limited ourselves to 
recourse to the Security Council? The slowness of its procedure 
would have made this decision unwise at a time when immedi- 
ate repercussions must be feared. The battles which are brew- 





VITAL SPEECHES OF THE DAY 


The Israel-Egypt Conflict 


THE FRENCH POSITION 
BY GUY MOLLET, Premier of France 


Delivered before the French National Assembly, Paris, France, October 30, 1956 
(This statement was approved by the National Assembly on October 30th by a vote of 368 to 182) 


ing will be waged in the Suez Canal Zone. The security of 
transit and free passage through the canal are at stake. Our 
first concern has been to guarantee them under conditions 
which would further the return of peace. 

The fighting has not yet reached any considerable scale. 
Resolute action, provided it is immediate, can soon put an end 
to hostilities and would encourage a peaceful settlement of 
differences, while ensuring the regular functioning of the 
canal. 

That is why the French Government and the British Gov- 
ernment, at half past five this afternoon, solemnly called on the 
Israeli Government and the Egyptian Government, asking both 
of them to put an immediate stop to all acts of war, on land, on 
the sea and in the air, and to withdraw their troops on one side 
and the other of the Suez Canal Zone. 

They also requested the Egyptian Government to allow 
Franco-British forces to occupy, on a temporary basis, the key 
positions of the canal: Port Said, Ismailia and Suez, in order 
to guarantee free passage to the ships of all nations. 

Egypt and Israel must give their answer within twelve hours. 
If, at the expiration of this deadline, they have not met our 
request or if either one of them has failed to do so, the Franco- 
British forces will put into effect the steps that have thus been 
decided upon. The measures thus provided for, I must em- 
phasize this, are temporary measures. They are not directed 
against Egypt any more than against Israel. The Israeli advance 
makes it impossible, at the present time, for the request that 
the forces be withdrawn from both sides of the canal to be in- 
jurious to either of the opposing parties. As for the occupation 
of three cities by Franco-British forces, too many precedents, 
too many failures to abide by truce agreements, too many 
repeated provocations, are sufficient grounds to make this de- 
mand understood. 

At a time when our Embassy in Amman has just been 
stoned, our Consulate in Jerusalem and our cultural offices in 
Aleppo burned, everyone will agree that we should ask for 
concrete guarantees that these agreements will be properly 
carried out. 

The French Government and the British Government have 
kept the United States Government fully informed of their 
anxieties and their decisions. I have sent a personal message to 
President Eisenhower explaining to him the meaning and ex- 
tent of these enxieties and these decisions. I expressed to him 
France's hope that he will support the Franco-British initiative 
with his high authority. The French Government is conscious 
of the gravity of the decisions it has just taken. It is conscious 
also of the gravity of the consequences which any absence of 
decision might have entailed for the equilibrium of the Mid- 
dle East and for world peace. 

These are serious hours. Let me tell you how comforting it 
is for the responsible Government to know that, in action, a 
warm and close France-British solidarity is once again being 
sealed. 

The Government knows that it can count on the determina- 
tion of the Assembly. It will request it to indicate by an over- 
whelming vote its approval of the measures which have just 
been taken. This vote will be a striking demonstration of 
France's determination and of her will to peace. 
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The Israel-Egypt Conflict 


THE UNITED STATES RESOLUTION 
BY JOHN FOSTER DULLES, Secretary of State, United States 


Delivered at the Plenary Session, Special Emergency Session, on the Palestine Question, General Assembly of the United Nations, 
United Nations, November 1, 1956 


I doubt that any delegate ever spoke from this forum 

with as heavy a heart as I have brought here tonight. 
We speak on a matter of vital importance, where the United 
States finds itself unable to agree with three nations with 
whom it has ties, deep friendship, admiration and respect, and 
two of whom constitute our oldest, most trusted and reliable 
allies. 

The fact that we differ with such friends has led us to re- 
consider and reevaluate our position with the utmost care, 
and that has been done at the highest levels of our govern- 
ment. Even after that reevaluation, we still find ourselves in 
disagreement. Because it seems to us that that disagreement 
involves principles which far transcend the immediate issue, we 
feel impelled to make our point of view known to you and 
through you to the world. 

This is the first time that this Assembly has met pursuant to 
the Uniting for Peace resolution which was adopted in 1950. 
I was a member of the United States Delegation and had the 
primary responsibility for handling that proposal in Commit- 
tee and on the floor of this Assembly. It was then during the 
period of the communist attack upon the Republic of Kore.., 
and at that time surely we little thought that it would be in- 
voked for the first time under the conditions which now pre- 
vail. 

What are the facrs that bring us here? 

There is, first of all, the fact that there occurred beginning 
last Monday a deep penetration of Egypt by Israeli forces. 
Then, quickly following up upon this action, there came action 
by France and the United Kingdom in subjecting Egypt first 
to a 12-hour ultimatum and then to armed attack, which is now 
going on from the air with the declared purpose of gaining 
temporary control of the Suez Canal, presumably to make it 
more secure. 

Then there is the third fact that the matter, having been 
brought to the Security Council, was sought to be dealt with 
by a resolution which was vetoed by the United Kingdom 
and by France, which cast the only dissenting votes against the 
resolution. Thereupon, under the provisions of the Uniting 
for Peace resolution, the matter came here under a call from 
the Secretary General, instituted by a vote of seven members 
of the Security Council, requiring that this Assembly convene 
in emergency session within 24 hours. 

Now, Mr. President and fellow delegates, the United States 
recognizes full well that the facts which I have referred to are 
not the only facts in this situation. There is a long and a sad 
history of irritations and of provocations. There have been 
armistice violations by Israel and against Israel. There have 
been violations by Egypt of the Treaty of 1888 governing the 
Suez Canal, and a disregard by Egypt of the Security Council 
resolution of 1951, calling for the passage through that canal 
of Israeli ships and cargoes. There has been 2 heavy rearmam- 
ment of Egypt under somewhat ominous circumstances. There 
was the abrupt seizure by Egypt of the Universal Suez Canal 
Company, which largely under British and French auspices had 
been operating that canal ever since it was opened 90 years 
ago. There have been repeated expressions of hostility by the 
Government of Egypt toward other governments with whom it 


M: PRESIDENT AND FELLOW DELEGATES: 


ostensibly had, and should have, friendly relations. 

We are not blind, Mr. President, to the fact that what has 
happened in the last two or three days comes out of a murky 
background. But we have come to the conclusion that these 
provocations, serious as they are, cannot justify the resort to 
armed force which has occurred within the last two and three 
days, and which is going on tonight. 

To be sure, the United Nations perhaps has not done all that 
it should have done. I have often pointed out, particularly in 
recent weeks, that our Charter by Article 1, Paragraph 1, calls 
for the settlement of these matters in accordance with the 
principles of justice and of international law, and it calls not 
merely for a peaceful solution, but a just solution. The United 
Nations may have been somewhat laggard, somewhat impotent 
in dealing with many injustices which are inherent in this 
Middle Eastern situation. But I think that we ought, and I 
hope will, perhaps at the next regular meeting of this General 
Assembly, give our most earnest thought to the problem of 
how we can do more to establish and to implement principles 
of justice and of international law. We have not done all that 
we should have done in that respect, and on that account a 
part of the responsibility of present events lies here at our 
doorstep. 

But, Mr. President, if we were to agree that the existence 
of injustices in the world, which this organization so far has 
been unable to cure, means that the principle of renunciation 
of force is no longer respected, and that there still exists the 
right wherever a nation feels itself subject to injustice to re- 
sort to force to try to correct that injustice, then, Mr. President, 
we would have, I fear, torn this Charter into shreds and the 
world would again be a world of anarchy. And all the great 
hopes that are placed in this organization and in our Charter 
would have vanished and we would be, as we were, when 
World II began, with only another tragic failure in place of 
what we hoped wou'd be—and still can hope will be—a bar- 
rier against the recurrence of a world war which, as our Pre- 
amble says, has “twice in our lifetime . . . brought untold 
sorrow to mankind.” 

Now, Mr. President, this problem of the Suez Canal, which 
lies at the base perhaps in considerable part of the forcible 
action now being taken, has been dealt with over the past three 
months in many ways and on many occasions. I doubt if in 
all history so sincere, so sustained an effort has been made to 
find a just and a peaceful solution. 

When on July 26 the Universal Suez Canal Company was 
abruptly seized by the Egyptian Government, all the world 
felt that a crisis of momentous proportions had been pre- 
cipitated. Within, I think, three days after that event, the 
Governments of the. United States, the United Kingdom, and 
France met together in London to see what to do about the 
situation. Already at that time there were voices raised in 
favor of an immediate resort to force to attempt to restore 
the status quo ante the Egyptian seizure. But it was the judg- 
ment of all three of our governments that that resort to force 
would be unjustified, certainly under the then conditions, and 
that first efforts should be made to bring about a peaceful 
and just solution. 

Instead of any resort to force at that critical moment, the 
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three governments agreed to call a conference of the principal 
users of the Suez Canal—24 nations representing the clearly 
surviving signatories of the Convention of 1888, eight coun- 
tries who principally used the Canal and eight countries whose 
pattern of traffic showed particular dependence upon the Canal. 
And 22 of those 24 nations met, Egypt declined. Out of the 22, 
18 agreed upon what they thought were sound principles for 
arriving at a peaceful solution which would be just and fair 
and which would secure for the future the open use of this 
waterway. 

That agreement of the 18 was carried as a proposal to Cairo 
and presented to President Nasser, who rejected it. 

Then the 18 met again in London and again considered a 
proposal to create an association, a cooperative group of the 
users. 

We felt that that association might be able to work out on 
a practical provisional basis with the Egyptian canal authorities 
an acceptable arrangement for assuring the operation on a 
free and impartial basis of the Canal. Then while that was in 
process of being organized—the Users Association—the mat- 
ter was brought to the Security Council of the United Nations 
by France and the United Kingdom. There six principles were 
unanimously adopted with the concurrence of Egypt, who par- 
ticipated in the proceedings though not a member of the 
Council. Those principles were in essence the same principles 
that had been adopted by the 18 nations at London. There 
was a second part of the resolution which looked forward to 
the implementation of these principles. That part failed of 
adoption, this time by a veto of the Soviet Union. 

But despite that fact there occurred under the auspices of 
the Secretary General, to whom I would like to pay tribute 
for his great contribution in this matter to a just and peace- 
ful solution, there occurred under his auspices exchanges of 
views as to how to implement these six principles. I do not 
think it is an exaggeration to say what I am quite sure he 
would confirm, that very considerable progress was made. It 
seemed as though a just and peaceful solution acceptable to all 
was near at hand, and it was hoped that those negotiations 
would be continued. 

I recall that at the close of our session of the Security Coun- 
cil, I made a statement which was concurred in, or acquiesced 
in, by all present, stating that the Security Council remains 
seized of the problem and that it was hoped that the exchanges 
of views with the Secretary General and the three countries 
most directly concerned—Egypt, France, and the United 
Kingdom—that those discussions and exchanges of views 
would continue. 

They did not continue, although I am not aware of any 
insuperable obstacle to such a continuance. Instead, there de- 
veloped the events which I have referred to, the invocation 
of violence, first by Israel and then by France and the United 
Kingdom, the events which again brought the matter to the 
Security Council and which, in the face of veto, has brought 
the matter here to us tonight. 

Surely I think we must feel that the peaceful processes 
which the Charter requests every member to follow had not 
been exhausted. Even in the case of Israel, which has a legiti- 
mate complaint due to the fact that Egypt has never complied 
with the 1951 resolution of the Security Council recognizing 
Israel's right to use of the Canal—even there, there was a 
better prospect because the principles adopted by the Security 
Council, with the concurrence of Egypt called for the passage 
of ships and cargoes through the Canal without discrimination, 
and provided that the Canal could not be used or abused for 
the national purposes of any nation, including Egypt. 

So, Mr. President, and fellow delegates, there seemed to be 
peaceful processes that were at work and which, as I say, had 
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not yet, it seemed to us at least, run their course. And while, 
Mr. President, I would be the last to say that there can never 
be circumstances where resort to force may not be employed— 
and certainly there can be resort to force for defensive pur- 
poses under Article 51—it seems to us that under the circum- 
stances which I described, the resort to force, the violent armed 
attack by three of our members upon a fourth cannot be 
treated as other than a grave error, inconsistent with the Prin- 
ciples and Purposes of the Charter, and one which if persisted 
in would gravely undermine our Charter and undermine this 
organization. 

The question then is: What do we do? 

It seems to us imperative that something be done because 
what has been done in apparent contravention of our Charter 
has not yet gone so far as irretrievably to damage this organiza- 
tion or to destroy it. Indeed, our Uniting for Peace resolution 
was designed to meet just such circumstances as have arisen. It 
is still possible for the united will of this organization to have 
an impact upon the situation and perhaps to make it apparent 
to the world, not only for the benefit of ourselves, but of all 
posterity, that there is here the beginning of a world of order. 
We do not, any of us, live in societies in which acts of disorder 
do not occur. But we all of us live in societies where, if those 
acts occur, something is done by constituted authority to deal 
with them. At the moment we are the constituted authority. 
And while we do not have under the Charter the power of 
action, we do have a power of recommendation, a power which, 
if it reflects the moral judgment of the world community, of 
world opinion, will, I think, be influential upon the present 
situation. 

It is animated by such considerations, Mr. President, that the 
United States has introduced a resolution which I should like 
to read to you: 

“THE GENERAL ASSEMBLY 

Noting the disregard on many occasions by parties to the 
Israel-Arab Armistice Agreements of 1948 of the terms of such 
agreements, and that the armed forces of Israel have pene- 
trated deeply into Egyptian territory in violation of the Gen- 
eral Armistice Agreement between Egypt and Israel; 

Noting that armed forces of France and the United King- 
dom are conducting military operations against Egyptian 
territory; 

Noting that traffic through the Suez Canal is now inter- 
rupted to the serious prejudice of many nations; 

Expressing its grave concern over these developments: 

1. Urges as a matter of priority that all parties now in- 
volved in hostilities in the area agree to an immediate cease- 
fire and as part thereof halt the movement of military forces 
and arms into the area; 

2. Urges the parties to the Armistice Agreements promptly 
to withdraw all forces behind the Armistice lines, to desist 
from raids across the Armistice lines into neighboring territory, 
and to observe scrupulously the provisions of the Armistice 
Agreements; 

3. Recommends that all members refrain from introducing 
military goods in the area of hostilities and in general refrain 
from any acts which would delay or prevent the implementa- 
tion of this resolution; 

4. Urges that upon the cease-fire being effective steps be 
taken to reopen the Suez Canal and restore secure freedom of 
navigation; 

5. Requests the Secretary General to observe and promptly 
report on the compliance with this resolution, to the Security 
Council and to the General Assembly, for such further action 
as they may deem appropriate in accordance with the Charter; 

6. Decides to remain in emergency session pending com- 
pliance with this resolution.” 





£ 


pbb. wed’ 








existe 
neigh 
secur! 
existe 
the S 
impo: 

Bu 
all rig 
plicat 
have | 
the v 


DAY 


while, 
never 
red— 

pur- 
‘cum- 
rmed 
yt be 
Prin- 
sisted 
- this 


cause 
arter 
niza- 
ition 
on. It 
have 
arent 
f all 
rder. 
order 
hose 
deal 
rity. 
r of 
hich, 
y, of 
sent 


t the 
like 


the 
such 
ene- 
7en- 


ing- 
tian 


iter- 


in- 
rces 


ptly 
sist 
ory, 
tice 


‘ing 
ain 
nta- 


. of 


tly 
rity 
ion 
rer; 


URLS 





A St aa RB RS CS ttc RS “i 








DWIGHT D. EISENHOWER 


That, Mr. President, is the proposal of the United States 
Delegation. 

Now, I recognize full well that a recommendation which 
merely is directed to a cease-fire, to getting back of the armis- 
tice lines the foreign land forces in Egypt which so far as we 
are aware today are only those of Israel, of stopping the 
attacks by air and not bringing new belligerent forces in the 
area, and then, as rapidly as possible of the reopening of the 
Suez Canal—that a resolution which puts primary emphasis 
upon these things is not an adequate or comprehensive treat- 
ment of the situation. All of us, I think, would hope that out 
of this tragedy there should come something better than merely 
a restoration of the conditions out of which this tragedy came 
about. There must be something better than that. Surely, this 
organization has a duty to strive to bring ,about that better- 
ment. 

If we should do only that we too would be negligent and 
would have dealt only with one aspect of the problem. 

I have said and deeply believe that peace is a coin which has 
two sides—one of which is the avoidance of the use of force 
and the other is the creation of conditions of justice—and in 
the long run you cannot expect one without the other. 

I do not by the form of this resolution want to seem in any 
way to believe that this situation can be adequately taken care 
of merely by the steps that are in this resolution. There needs 
to be something better than the uneasy armistices which have 
existed now for these eight years between Israel and the Arab 
neighbors; there needs to be a greater sense of confidence and 
security in the free and equal operation of the Canal than has 
existed since three months ago when President Nasser seized 
the Suez Canal Company. These things I regard of the utmost 
importance. 

But, Mr. President and fellow delegates, if we say that it is 
all right for the fighting to go on until these difficult and com- 
plicated matters have been settled, then I fear a situation will 
have been created such that no settlement will be possible, that 
the war will have intensified and may have spread, that the 
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world will have been divided by new bitternesses, and that the 
foundations for peace will have been tragically shattered. 

These things that I speak of need to be done. I believe that 
they are in process of being done because the Security Council 
is already seized of these matters and has been working upon 
them in a constructive way. But I think we must put first 
things first. I believe that the first thing is to stop the fighting 
as rapidly as possible lest it become a conflagration which 
would endanger us all—and that is not beyond the realm of 
possibility. 

As President Eisenhower said last night, the important thing 
is to limit and extinguish the fighting insofar as it is possible 
and as promptly as possible. 

I hope, therefore, Mr. President and fellow delegates, that 
this point of view reflected in this resolution will prevail. 

I fear that if we do not act and act promptly, and if we do 
not act with sufficient unanimity of opinion so that our recom- 
mendations carry a real influence, there is great danger that 
what is started and what has been called a police action may 
develop into something which is far more grave. Even if that 
does not happen, the apparent impotence of this organization 
to deal with this situation may set a precedent which will lead 
other nations to attempt to take into their owa hands the 
remedying of what they believe to be their injustices. If that 
happens, the future is dark indeed. 

We thought when we wrote the Charter in San Francisco in 
1945 that we had seen perhaps the worst in war, that our task 
was to prevent a recurrence of what had been, and indeed 
what then had been was tragic enough. But now we know that 
what can be will be infinitely more tragic than what we saw 
in World War II. 

I believe that at this critical juncture we owe the highest 
duty to ourselves, to our peoples, to posterity, to take action 
which will assure that this fire which has started shall not 
spread but shall promptly be extinguished. Then we shall turn 
with renewed vigor to curing the injustices out of which this 
trouble has arisen. 


The Middle East Crisis 


NO UNITED STATES INVOLVEMENT IN PRESENT HOSTILITIES 
By DWIGHT D. EISENHOWER, President of the United States 
Broadcast over radio and television, Washington, D. C., October 31, 1956 


Y FELLOW AMERICANS: 
Tonight I report to you as your President. 
We all realize that the full and free debate of a 
political campaign surrounds us. But the events and issues I 
wish to place before you this evening have no connection 
whatsoever with matters of partisanship. They are concerns 
of every American—his present and his future. 

I wish, therefore, to give you a report of essential facts so 
that you—whether belonging to either one of our two great 
parties, or to neither—may give thoughful and informed 
consideration to this swiftly changing world scene. 

The changes of which I speak have come in two areas of 
the world—Eastern Europe and the Mideast. 

In Eastern Europe there is the dawning of a new day. It 
has not been short or easy in coming. 

After World War II the Soviet Union used military force 
to impose on the nations of Eastern Europe, governments of 
Soviet choice—servants of Moscow. 

It has been consistent United States policy without regard 


to political party—to seek to end this situation. We have 
sought to fulfill the wartime pledge of the United Nations 
that these countries, overrun by wartime armies, would once 
again know sovereignty and self-government. 

We could not, of course, carry out this policy by resort to 
force. Such force would have been contrary both to the best 
interests of the Eastern European people and to the abiding 
principles of the United Nations. But we did help to keep 
alive the hope of these peoples for freedom. 

Beyond this they.needed from us no education in the worth 
of national independence and personal liberty. For, at the 
time of the American Revolution, it was many of them who 
came to our land to aid our cause. 

Now, recently the pressure of the will of these peoples for 
national independence has become more and more insistent. 

A few days ago the people of Poland, with their proud 
and deathless devotion to freedom, moved to secure a peaceful 
transition to a new Government. And this Government, it 
seems, will strive genuinely to serve the Polish people. 
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And more recently, all the world has been watching dra- 
matic events in Hungary, where this brave people, as so often 
in the past, have offered their very lives for independence 
from foreign masters. 

Today, it appears, a new Hungary is rising from this strug- 
gle; a Hungary which we hope, from our hearts, will know 
full and free nationhood. 

We have rejoiced in all these historic events. 

Only yesterday, the Soviet Union issued an important state- 
ment on its relations with all the countries of Eastern Europe. 
This statement recognized the need for review of Soviet poli- 
cies, and the amendment of these policies to meet the demands 
of the people for greater national independence and personal 
freedom. 

The Soviet Union declared its readiness to consider the 
withdrawal of Soviet advisers, who have been, as you know, 
the effective ruling force in Soviet-occupied countries. And 
also to consider withdrawal of Soviet forces from Poland, 
Hungary and Rumania. 

We cannot yet know if these avowed purposes will be truly 
carried out. 

But two things are clear. 

First, the fervor and the sacrifice of the peoples of these 
countries, in the name of freedom, have themselves brought 
real promise that the light of liberty soon will shine again in 
this darkness. 

And second, if the Soviet Union indeed faithfully acts upon 
its announced intention, the world will witness the greatest 
forward stride toward justice, trust and understanding among 
nations in our generation. 

These are the facts. How has your Government responded 
to them? 

The United States has made clear its readiness to assist 
economically the new and independent governments of these 
countries. We have already—some days since—been in contact 
with the new Government of Poland on this matter. We have 
also publicly declared that we do not demand of these govern- 
ments their adoption of any particular form of society as a 
condition upon economic assistance. Our one concern is that 
they be free—for their sake, and for freedom’s sake. 

We have also—with respect to the Soyiet Union—sought 
clearly to remove any false fears that we would look upon 
new governments in these Eastern European countries as 
potential military: allies. We have no such ulterior purpose. 
We see these people as friends and we wish simply that they 
be friends who are free. 

I now turn to that other part of the world where, at this 
moment, the situation is somber. It is mot a situation that 
calls for extravagant fear or hysteria, but it invites our most 
serious concern. 

I speak, of course, of the Middle East. This ancient cross- 
roads of the world was, as we all know, an area long subject 
to colonial rule. This rule ended after World War II when all 
countries there won full independence. 

Out of the Palestinian mandated territory was born the new 
state of Israel. 

These historic changes could not, however, instantly banish 
animosities born of the ages. Israel and her Arab neighbors 
soon found themselves at war with one another. And the Arab 
nations showed continuing anger toward their former colonial 
rulers, notably France and Great Britain. 

The United States, through all the years since the close of 
World War II, has labored tirelessly to bring peace and sta- 
bility to this area. 

We have considered it a basic matter of United States policy 
to support the new state of Israel and, at the same time, to 
strengthen our bonds both with Israel and with the Arab 
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countries. But, unfortunately, through all these years, passion 
in the area threatened to prevail over peaceful purpose, and, 
in one form or another, there has been almost continuous 
fighting. 

This situation recently was aggravated by Egyptian policy 
including rearmament with Communist weapons. We felt this 
to be a misguided policy on the part of the Government of 
Egypt. The state of Israel, at the same time, felt increasing 
anxiety for its safety. And Great Britain and France feared 
more and more that Egyptian policies threatened their lifeline 
of the Suez Canal. 

These matters came to a crisis on July 26 of this year when 
the Egyptian Government seized the Universal Suez Canal 
Company. For ninety years, ever since the inauguration of the 
canal, that company has operated the canal—largely under 
British and French technical supervision. 

Now, there were some among our allies who urged an 
immediate reaction to this event by use of force. We insis- 
tently urged otherwise, and our wish prevailed, through a long 
succession of conferences and negotiations, for weeks—even 
months—with participation by the United Nations. 

And there, in the United Nations, only a short while ago, 
on the basis of agreed principles, it seemed that an acceptable 
accord was within our reach. 

But the direct relations of Egypt with both Israel and 
France kept worsening to a point at which first Israel, then 
France—and Great Britain also—determined that, in their 
judgment, there could be no protection of their vital interests 
without resort to force. 

Upon this decision events followed swiftly. 

On Sunday, the Israeli Government ordered total mobiliza- 
tion. 

On Monday, their armed forces penetrated deeply into 
Egypt and to the vicinity of the Suez Canal—nearly 100 
miles away. 

And on Tuesday the British and French Governments de- 
livered a twelve-hour ultimatum to Israel ‘and Egypt, now 
followed up by armed attack against Egypt. 

The United States was not consulted in any way about any 
phase of these actions. Nor were we informed of them in 
advance. 

As it is the manifest right of any of these nations to take 
such decisions and actions, it is likewise our right if our 
judgment so dictates, to dissent. 

We believe these actions to have been taken in error, for 
we do not accept the use of force as a wise or proper instru- 
ment for the settlement of international disputes. 

To say this, in this partcular instance, is in no way to 
minimize our friendship with these nations, nor our deter- 
mination to maintain those friendships. 

And we are fully aware of the grave anxieties of Israel, of 
Britain and France. We know that they have been subjected 
to grave and repeated provocations. 

The present fact nonetheless seems clear. The action taken 
can scarcely be reconciled with the principles and purposes of 
the United Nations to which we have all subscribed. And 
beyond this we are forced to doubt that resort to force and 
war will for long serve the permanent interests of the attack- 
ing nations. 

Now we must look to the future. 

In the circumstances I have described, there will be no 
United States involvement in these present hostilities. I 
therefore have no plan to call the Congress in special session. 
Of course, we shall continue to keep in contact with Con- 
gressional leaders of both parties. 

I assure you Government will remain alert to every 
possibility of this situation and keep in close contact and 
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coordination with the legislative branch of this Government. 

At the same time it is—and it will remain—the dedicated 
purpose of your Government to do all in its power to localize 
the fighting and to end the conflict. 

We took our first measure in this action yesterday. We went 
to the United Nations with a request that the forces of Israel 
return to their own line and that hostilities in the area be 
brought to a close. 

This proposal was not adopted because it was vetoed by 
Great Britain and by France. 

It is our hope and intent that this matter will be brought 
before the United Nations General Assembly. There, with no 
veto operating, the opinion of the world can be brought to 
bear in our quest for a just end to this tormenting problem. 

In the past the United Nation has proved able to find a 
way to end bloodshed. We believe it can and that it will do 
so again. 

My fellow citizens, as I review the march of world events 
in recent years I am ever more deeply convinced that the 
United Nations represents the soundest hope for peace in the 
world. For this very reason I believe that the processes of the 
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United Nations need further to be developed and strengthened. 

I speak particularly of increasing its ability to secure justice 
under international law. 

In all the recent troubles in the Middle East there have, 
indeed, been injustices suffered by all nations involved. But 
I do not believe that another instrument of injustice—war— 
is a remedy for these wrongs. 

There can be no peace without law. And there can be no 
law if we work to invoke one code of international conduct 
for those who oppose, and another for our friends. 

The society of nations has been slow in developing means 
to apply this truth. But the passionate longing for peace on 
the part of all peoples of the earth compels us to speed our 
search for new and more effective instruments of justice. 

The peace we seek and need means much more than mere 
absence of war. It means the acceptance of law and the foster- 
ing of justice in all the world. 

To our principles guiding us in this quest we must stand 
fast. In so doing, we can honor the hopes of all men for a 
world in which peace will truly and justly reign. 

I thank you, and good night. 
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process is a complex one. Few would pretend to under- 

stand all its causes and ramifications. Fewer still can 
prescribe the steps necessary to contain it. The bankers here 
today have acquired first-hand knowledge of the inflationary 
forces through their own activities and through their business 
contacts. I am very happy, therefore, to have this opportunity 
to exchange views with this audience on the inflation prob- 
lem—one of vital concern to the nation. 


LT OUR MODERN industrial society the inflationary 


PUBLIC AWARENESS OF INFLATIONARY EVILS 


Our present concern about inflation is a natural reaction 
to recent price developments. Following the spurt in prices 
after hostilities began in Korea the over-all price level was 
remarkably stable for four years. But wholesale prices of 
industrial products began moving up rapidly in the middle 
of last year; and comsumer prices have shown the same 
tendency during the last few months. 

So far, the 1956 rise in prices at the consumer level has 
been small in comparison with the price increases of the 
entire post-war period. From the beginning of 1946 to the 
end of 1955, the consumer price index rose 47 percent. The 
1956 rise, through mid-August, has been only 1.8 percent. 

This relatively small upturn in prices has nonetheless 
occasioned much public discussion. This is a good sign, for 
it demonstrates a new awareness of the dangers and evils 
of inflation. Only a short time ago we were a depression- 
minded people. Today, we worry at least as much about 
inflation as we do about recession. 

I believe this change in attitude to be healthy and con- 
structive. In a free society, economic growth depends largely 
on the will and aspirations of the people. The growth 


momentum we have achieved in recent years is traceable 
fundamentally to this reservoir of strength. 

We will be able to draw upon this reservoir, however, only 
if we succeed in creating an economic environment in which 
the natural incentives for self-improvement and personal 
betterment are permitted to play their full role. To achieve 
this we must use all the means at our command to avoid the 
stultifying effects of depression. It also means we must avoid 
as well the excesses of inflation. 

We know that inflation falls heavily on people with 
fixed incomes—retired persons, bondholders, salaried per- 
sonnel, government employees—many of whom are least 
prepared to withstand a shrinkage in the purchasing power 
of their income. 

We know that inflation makes business-planning and long- 
term investment programs hazardous, that it eats up savings 
and destroys incentives to save. 

Above all, we know that unchecked inflation ends in 
disastrous liquidation, economic paralysis, and even in political 
and social upheaval. 

I think we might take another, broader effect of inflation 
into account here. This could be called the morality of good 
money. An upright economy cannot reasonably be expected 
to develop on the basis of soft, untrustworthy money. In the 
grim atmosphere of inflation, normal incentives toward busi- 
ness efficiency are weakened and shoddy products are encour- 
aged. 

The public is also seriously affected. Wage earners relate 
their demands upon management to an ever rising cost of 
living rather than to productivity. Untrustworthy money tends 
to introduce a general air of unreality. It builds up a situation 
in which saving is spendthrift and prudence is likely to be 
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foolish. A people long exposed to such an inversion of basic 
values cannot reasonably be expected to remain thrifty, pro- 
ductive, or politically stable. 

Public recognition of these unhappy consequences of in- 
flation is absolutely essential if the discipline we must have 
in order to avoid inflation is to be acceptable. For inflation 
control is a discipline, and by its very nature unpopular. 

This discipline forces consumers to postpone expenditures 
they might otherwise want to make. It restricts the flow of 
funds to business with foreseeable profitable uses. It requires 
fiscal restraint on the part of governments. 

Measures that have such unpleasant effects—however 
cemporary and worthwhile they may be—cannot be under- 
taken without the cooperation and understanding of all 
groups in the community. 

I am, therefore, encouraged that recent price developments 
have not gone unnoticed. Public apathy has in the past 
weakened the determination of government officials and 
central bankers to fight inflation. If I am correct in my in- 
terpretation of what people are thinking today, the public 
resents the rising cost of living. This is half the battle. The 
other half is an acceptance of the stern measures required 
to maintain price stability. 

My purpose today is to contribute to an understanding of 
these measures by applying the principles which we in the 
Committee for Economic Development (CED) have de- 
veloped during the past decade with the help of some of the 
ablest minds in business and finance and the economics pro- 
fession. 

From its beginning CED has recognized the importance of 
gearing our thinking to the need for combatting inflation as 
well as depression. We are still not satisfied that we know 
enough about the inflationary process. One of our subcom- 
mittees, headed by Theodore V. Houser, chairman of the board 
of Sears, Roebuck & Company, is now actively engaged in an 
intensive study of this problem. The views I express here to- 
day are, therefore, personal and tentative, though I am sure 
you will recognize the influence of CED thought throughout. 


LESSONS OF THE PAST TEN YEARS 


Before turning to a discussion of inflation control measures, 
it will be helpful to review briefly the history of the past ten 
years for the light it may throw on the forces behind inflation 
on the one hand, and behind price stability on the other. 

From the start of 1946 to the end of 1951 consumer prices 
rose 6.4 per cent. Meanwhile average hourly earnings in manu- 
facturing rose at an annual rate of 8.6 percent. 

In this period, however, price development was not a test 
of our ability to avoid inflation under the conditions of high 
employment called for in the Employment Act of 1946. Dur- 
ing the years 1946-1951, the great consumer demand pent up 
by World War II was worked off, and we had the scare buy- 
ing that resulted from the outbreak of hostilities in Korea. 

Moreover, we were not using restrictive monetary policy. 
Although the Federal government was taking in taxes more 
from the spending stream than it was putting in by its ex- 
penditures, this anti-inflationary factor was off-set by the pre- 
vailing policy of a pegged government bond market. This 
required the Federal Reserve System to buy at fixed prices 
all government securities offered to it. That added continually 
to the money supply and spurred price rises. 

By contrast, 1952-1955 was a period of remarkable price 
stability. During this time very high employment continued. 
Three forces appear to have contributed to this dual achieve- 
ment: 

First, we were continuing to realize the benefits of the huge 
expansion of investment since the end of World War II in 
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increased productivity. Capital expansion, combined with the 
large and continuing increases in research and development 
expenditures, produced larger increases in productivity than 
we had attained in most periods in our past history. 

Second, there was substantial competition for the consumer 
dollar, especially for that portion which is spent on durable 
goods. Most people know about the decline in food prices 
between 1952 and 1955, but few realize that consumer prices 
of commodities other than foods declined also. In fact, the 
declines in the prices of non-food commodities were, on the 
average, exactly equal to the reduction in food prices—}3.2 
percent. 

Third, monetary policy was used to supplement rather than 
to thwart the restraints imposed by fiscal policy. Beginning 
with the famous Treasury-Federal Reserve Accord of the 
Spring of 1951, the monetary authorities were no longer re- 
quired to keep interest rates low and to support the prices 
of Treasury securities. 

Under the new policy the monetary authorities were allowed 
to use the traditional tools of central banking—changes in 
discount rates, open-market operations, and changes in reserve 
requirements—in the flexible manner needed to maintain 
over-all economic stability, by restricting bank reserves to 
restrain inflationary pressures, and by augmenting them when 
signs of depression appeared. 

Increased productivity, effective corapetition, and consistent 
monetary and fiscal policies succeeded in keeping the over-all 
price level stable between 1952 and 1955. But they did not 
freeze the price structure. Despite the outward appearance of 
stability that the general price indexes displayed, prices were 
in a state of flux during the entire period. 

Adjustments must take place in a free economy, and they 
are all to the good. Price adjustments occur as new products 
enter the market, as old products are produced more efficiently 
and more abundantly, and as the tastes of consumers change. 

To me the 1952-1955 period of stability is important not 
only because it provides at least partial evidence that a stable 
price level is compatible with high employment, but also be- 
cause it demonstrates that a free price system is still the best 
mechanism for regulating output and directing the flow of 
resources. 

CURRENT PRICE DEVELOPMENTS 

Current developments are, however, disquieting and I would 
be less than candid if I did not admit that I share the concern 
expressed by so many le in recent weeks. 

We might be gratified that the consumer price index de- 
clined two-tenths of a point between July and August. But it 
is still much too early to congratulate ourselves that we have 
averted the threat of inflation. The miniscule decline in con- 
sumer prices in August reflected primarily the effect of the 
expected seasonal fall in the prices of fruits and vegetables. 
What is more, most other components of the index continued 
to rise. And day after day, we pick up the newspapers to read 
that another large wage increase has been granted, and that 
another company has decided to raise its prices. 

The price rise is cause for concern not only because it seems 
to have considerable momentum; it is particularly significant 
in view of the conditions under which it is occurring. 

First, employment has not been pushed to excessively high 
levels. In the first eight months of this year, unemployment 
averaged 4 percent of the labor force. Some of our key in- 
dustries are still operating substantially below capacity levels, 
and demand for many consumer good does not appear to be 
excessive. 

Second, the Federal budget is now running a substantial 
cash surplus. It amounted to about 4) billion dollars in the 
fiscal year just ended and current estimates indicate that it 
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will be only slightly lower in the current fiscal year. 

Third, the Federal Reserve has been pursuing a policy of 
monetary restraint, despite protests from some quarters. The 
discount rate has been raised six times in the last 18 months. 
The money supply has remained virtually constant for almost 
a year. Aggregate borrowings by the commercial banks from 
the Federal Reserve have consistently exceeded their total 
excess reserves since August, 1955. And interest rates are 
higher than they have been in more than 20 years. 

Ample capacity in most industries, a productive but not 
inadequate labor supply, a Federal cash surplus, monetary 
restraint—these are the conditions that make for price stability 
and they are all in operation today. In view of these facts, are 
we to interpret the events of the past few months as proof that 
we cannot prevent inflation? That those who warned that 
government will be powerless in the face of excessive wage 
demands are correct? 

I am optimistic enough to believe that the answer to these 
questions can be “no.” I believe this because we are pursuing 
policies which will restrain inflation. So long as the govern- 
ment continues to manage its affairs within the limits of a 
balanced budget, and so long as the monetary authorities are 
not forced to relax their program of restraint, productivity and 
competition will prevent the current price movement from de- 
veloping into a cumulative and unchecked upward price spiral. 
For the longer run, we must look to both labor and manage- 
ment for restraint in their wage and price policies, if the more 
general control measures are to be successful. 

The danger, as I see it, is not that we cannot restrain in- 
flation, but that we won't. 

This danger arises from the unwillingness of some groups 
to accept the restraints on credit, wages, and prices necessary 
to maintain a stable economy. 

To the extent that monetary restraint is not generally ac- 
cepted, monetary policy is vulnerable. This is a situation that, 
in my view, is alarming. 

As I have already indicated, the stability of the years 1952- 
55 must be attributed in no small measure to the use of mone- 
tary policy. And it must also be given a good deal of credit 
for the fact that we have enjoyed two years of vigorous ex- 
pansion—almost unequalled in our history. And so far, with 
very little increase in prices. 

This makes the many current outcries against a tight money 
policy rather surprising. We cannot have the benefits of tight 
money without submitting to the discipline from which these 
benefits flow. Credit restraint together with demand for credit 
makes money tight. It becomes increasingly difficult for the 
lender to obtain new funds to lend, and it makes borrowing 
even more expensive. : 

This is not to say that the monetary authorities never make 
mistakes, and that we must always accept their actions without 
protest. Theirs is a delicate assignment, so delicate that per- 
fection cannot be expected, and constructive criticism can be 
helpful. 

However, we must resist the temptation to second-guess 
their every move, and above all, criticism should be directed 
at matters such as techniques and timing. 

There is in some of the current criticism an implication that 
restrictive monetary policy, which is hard money policy, is in 
itself wrong. This is an implication I cannot accept, for it 
implies that we can solve our economic problems, realize our 
desire for a strong, stable and growing economy by recourse 
to easy money, by a studied indifference to inflation. But infla- 
tion and the evils it brings are not problems that will go away 
if we do not look at them. 

We must be prepared to accept monetary policy when it 
restrains as readily as we turn to it when we wish to stimulate. 


Every freedom has its attendant responsibility, and a free 
economy is no exception to that rule. The responsibility of a 
free economy is to live within its means, as nearly as these can 
be judged. The means of economic expansion are savings, in- 
creased productivity and new resources, Additions to the 
money supply cannot substitute for these real means. 

An effective monetary policy will be restrictive when de- 
mand outstrips our productive capacity. We must then buckle 
down to the discipline this imposes upon us, until we have 
the use of new reserves of real resources. This shoe will piach. 
But we must wear it until we can step into bigger and better 
shoes without danger of tripping up. 

This is the real meaning of hard money, and it is a meaning 
we must learn to live with. Any other course leads us to in- 
flation. Inflation, in turn, inhibits the build-up of the real re- 
sources of expansion because it discourages saving, reduces the 
incentive to increase productivity, and robs efficiency of its 
premium. 

I, for one, am content to accept the discipline of hard money 
when monetary restraint is needed rather than run the risk of 
sacrificing real economic gains to satisfy each and every de- 
mand upon the economy the moment it is made. 

I should like to suggest three ground rules that might be 
applied in this connection. 

First, whatever the disagreements that may arise over any 
particular action, the independence of the Federal Reserve 
System should not be laid open to question. Direct interference 
with the operations of the Federal Reserve or veiled threats 
that its independence can be removed will lead only to vacilla- 
tion and indecision. 

This, however, does not preclude informed collaboration, or 
the possibility of improved cooperation, in the interests of 
stability by all government agencies concerned. I am particu- 
larly encouraged that both nominees for the Presidency in the 
forthcoming election have unequivocally supported the con- 
tinued independence of the Federal Reserve. 

Second, our experience with monetary policy is still very 
limited. We must regard this period as one of continued ex- 
perimentation. We should not have preconceived notions about 
how monetary restraints operate in practice, whom they should 
and whom they should not affect, or how high interest rates 
should be. 

Third, over-all monetary policy should not be adapted to 
the needs and conveniences of particular markets and groups. 
The application of monetary restraints to contain inflationary 
pressures must inevitably reduce the total supply of credit 
below the level that private borrowers will consider satis- 
factory. 

Some markets may be affected more than others. We may 
wish to moderate the effects in specific credit areas. Specific 
machinery exists for this purpose, in some instances. Where 
relief is desired for certain markets this relief should be pro- 
vided, distinct from general monetary policy, and not as a 
watering down of monetary control. 

I do not want to pass judgment on the recent requests by 
home builders for relief from the effects of the present policy 
of restraint or on the actions that were taken by the Adminis- 
tration. I do want to say, however, that there is no immediate 
need to draw back from the present over-all policy of mone- 
tary restraint. I am therefore glad to note that the home 
builders did not ask for a suspension of this general policy, and 
that the Administration has shown no tendency to abandon it. 


REQUIREMENTS OF WAGE-PRICE POLICY 
The monetary authorities cannot be expected to do their job 
without the cooperation of both management and labor. 
In our economy, prices and wages are free to move in re- 
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sponse to changes in demand and supply conditions. If we are 
to have over-all price stability, some prices must of necessity go 
down while others go up. 

Wage increases that are limited to about the average in- 
crease in productivity for all industries can be absorbed with- 
out forcing up the average level of prices. However, wage 
pressures tend to be greatest in those industries that are ad- 
vancing in productivity faster than the average increase in 
productivity. 

If these wage pressures are fully satisfied, there will be no 
room for a reduction in prices in the rapidly expanding and 
more efficient industries. These wage increases will, in turn, 
tend to push up wages in other industries that are not enjoy- 
ing rapid advances in productivity and the increased labor 
costs in these industries will tend to push their prices up. The 
general level of prices must go up under these conditions, 
since the least productive industries are increasing their prices, 
while the most productive industries are maintaining them at 
a constant level or even increasing them. 

The existence of this “cost push” poses a most difficult prob- 
lem for monetary policy. If the monetary authorities do not 
make available the money and credit necessary to support the 
inflationary push, unemployment is likely to be created. On the 
other hand, if they provide the necessary funds, the result will 
be inflation. 

How can this problem be resolved? 

There is, I think, no sure and easy answer. In our type of 
economy, the answer can come only from statesmanlike ap- 
proaches by the heads of our major industries and the leaders 
of organized labor. The latter must avoid demands for wage 
increases which cannot be absorbed without price inflation. 
The former must find means of withstanding such demands 
when and if they are made. 

Management must exercise restraint in their pricing policies 
as well. As I have already indicated, price stability requires 
price reductions in some industries as others are moving up. 
If pricing policies are set to exact the last dollar of profits in 
those industries which are expanding rapidly, the result will 
be the same as a price increase brought about by excessive 
wage increases. The enforcement of over-all price stability by 
monetary action alone will produce unemployment, whether 
the cost push comes from wages or profits. 

Labor and industry share common objectives. They will 
both prosper under conditions of stable economic growth. 
They will both suffer if they make it impossible for the mone- 
tary authorities to pursue a stabilizing money and credit policy. 

REQUIREMENTS OF FISCAL AND TAX POLICY 

Much of the burden of a short-run stabilization program 
must fall on monetary policy. Some years ago, it was fashion- 
able to believe that exclusive use must be made of fiscal policy 
fo counteract short-run fluctuations in economic activity. It 
is now recognized, however, that fiscal policy is a much less 
flexible instrument than monetary policy, though there is still 
considerable disagreement about when and to what extent 
fiscal policy should be used for stabilization purposes. 

What is not controversial, however, is that in prosperity 
government deficits lead to inflation. 

CED has had this in mind from the beginning in urging 
the adoption of what it calls the stabilizing budget policy. 

Under this policy, Federal tax rates would be set high 
enough to balance the cash budget, or to yield a moderate sur- 
plus, under conditions of high employment, that is, when 
employment is roughly 96 percent of the labor force. 

We believe this policy would have several advantages: 

It would foster discipline in government spending by ad- 
hering to the balanced budget principle. 

It would harness the influence of the budy . to make the 
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economy stable. Deficits would be incurred during periods of 
large unemployment, but surpluses would be realized when 
employment exceeds 96 ent. In this way, the Federal 
budget would tend to stimulate demand when depression 
exists and to restrain it when inflation prevails. 

It would provide for debt reduction at times when debt re- 
duction is needed most. 

It would avoid the unsettling effects of frequent changes in 
tax rates on business and personal planning. 

And it would minimize the effect of errors in human judg- 
ment. Tax decisions must be taken long before the tax changes 
become effective, so that discretionary tax changes require 
forecasts of the future level of economic activity. Since the 
record of forecasting is poor, we have provided a reasonable 
rule to guide fiscal policy decisions to avoid the inevitable 
errors. 

An important element of the stabilizing budget policy is 
that most of the increased tax receipts which result from 
economic growth should be returned to the taxpayer in the 
form of tax reductions. We do not propose to tie the hands of 
the Executive and the Congress in formulating expenditure 
programs. We believe, however, that every new nditure 
program should be carefully scrutinized and should be under- 
taken only after the advantages of a tax reduction of similar 
magnitude are explicitly weighed against the need for the new 
program. 

Our major emphasis is on tax reduction as growth proceeds, 
because taxes are much too high. If continued at current levels 
indefinitely, they would hurt incentives to work, to save, and 
to invest. They would thus undermine the very forces which 
make for economic growth. By the same token, reform of the 
tax structure can make a major contribution to growth incen- 
tives and, therefore, to the control of inflation over the long 
run—by stimulating effort, by encouraging risk-taking, and 
by increasing business investment. The CED has spelled out, 
in a number of Policy Statements, the specifics of a tax reform 
program. 

I want to make it clear that, in times of high prosperity, debt 
reduction is essential. However, we must strike a proper 
balance between debt reduction and tax reduction, and the 
needs of the economy. 

I would caution against delaying tax reduction too long on 
two grounds: first, because there will be an inevitable tend- 
ency for increased expenditures to nibble away at the larger 
tax receipts which growth will provide; second, because the 
longer tax rates remain at their present levels, the more likely 
it is that they will cut down on vour growth potential. 

In the event that tax reduction creates some inflationary 
pressures, monetary policy should be called upon to contain 
them. Those who would delay tax reduction under the circum- 
stances I have postulated have the preconceptions about mone- 
tary policy which I warned against earlier. 

However, we must continue to experiment with the appro- 
priate “mix” of monetary and fiscal policies, even while we 
are trying to contain inflation. Otherwise we will be en- 
couraging increased government expenditures. In the end, we 
will have missed the opportunity to reduce taxes and to but- 
tress the production incentives which are basic to our long-run 
inflation control program. 

> . a 

In conclusion, our tools to prevent inflation are strong and, 
if properly used, they can be successful. 

But we cannot be complacent. Current price developments 
are a threat and we must act to meet that threat. 

This requires: 

—Vigorous use of monetary policy by the monetary authori- 
ties. 
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ELLIOTT V. BELL 


—Avoidance of excessive demands. 

—Tax reform at the earliest opportunity to promote pro- 
duction incentives. 

Inflation control imposes an obligation on all of us. We 
cannot expect it to affect only others. We must not pre- 
judge those who are applying policies of restraint. Above all, 
we must continue to work efficiently, to save and to invest, for 
our best weapon against inflation is to produce more with the 
resources at our disposal. 

We cherish the values that are inherent in a free economy. 
Perhaps we make our task more difficult by insisting that these 
values be protected even while we struggle to maintain eco- 
nomic stability. 

I have no doubt, however, that we will emerge stronger in 
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the end if we continue to protect individual freedom and 
initiative, for these are the qualities that have in the past pro- 
pelled us to new and higher levels of economic and spiritual 
well-being. 

We have been giving the world a remarkable demonstra- 
tion in the postwar decade that a free society can find the 
means to work out solutions to its problems while remaining 
free. We have seen a great new growth of confidence in our- 
selves, our economic system and in our country. We have rea- 
son to believe that we can have economic stability at the same 
time as we enjoy high employment, continue our economic 
growth, and keep our prices stable. 

We shall be able to continue this so long as we accept the 
responsibilities that are inseparable from our freedoms. 


Who Should Manage Our 
Managed Money? 


A NATIONAL ECONOMIC COUNCIL 
By ELLIOTT V. BELL, Editor and Publisher of Business Week, New York, N. Y. 


Delivered before the National Bank Division General Sesssion, American Bankers Association Convention, Los Angeles, 
California, October 22, 1956 


pretty generally in the world a new and revolutionary 

political doctrine, that the State is responsible for main- 
taining the economic health of the community. The Employ- 
ment Act of 1946—a law that was passed by a Republican 
Congress and signed by a Democratic President—pledges the 
Government “to provide maximum employment, production 
and purchasing power.” Both political parties have accepted 
this responsibility in full. 

Prior to the Great Depression, this idea that the State must 
see that there are jobs for everyone would have been con- 
sidered madness—outside a convention of the Socialist Party; 
but the bitter experiences of the 1930's and the War changed 
people’s thinking radically. The popular reaction was: “If we 
can have full employment in wartime, why not in peacetime?” 

And so today, this new doctrine that the State is responsible 
for maintaining the economic health of the community is, 
as Geoffrey Crowther says, “so universally accepted that one 
would be thought very eccentric and very reactionary even to 
question it. Yet the odd thing,” Mr. Crowther adds, “is that 
this responsibility has been accepted without the slightest 
proof that anyone knows how, in fact, it is to be discharged.” 

Now please do not misunderstand me. I am one of those 
who have been saying for years that we must not and we need 
not have another Great Depression. What bothers me is that 
there appears to be so little real disposition on the part of any 
of us—politicians, bankers, intellectuals and the rest—to face 
up realistically to what is actually involved in this tremendous 
new national commitment. 

There seems to be a very widespread assumption that, hav- 
ing turned over to Government the responsibility for main- 
taining the economic health of the country, Government, in 
turn, can simply pass the buck to the Federal Reserve System, 
and the Fed, in turn, can achieve the goal simply by manipulat- 
ing the reserves of the banking system and inconveniencing 
nobody except perhaps a few Government bond dealers. I have 
a feeling that so great an enterprise cannot be accomplished 
quite so simply. 


Or the last World War, there has been established 





I propose to examine here briefly some of the implications 
of this new doctrine and, specifically, to raise two questions 
that call for early answers: 

(1) In maintaining a stable economy, can we rely as heavily 
as we have lately upon over-all quantitative credit control? 

(2) Can we continue to hold the Administration respon- 
sible for the consequences of credit policy while still insisting 
that the managers of our money shall be wholly independent of 
the Administration? 

The first A.B.A. convention I ever attended was held here 
in California, twenty-seven years ago. That was also an era of 
great optimism and of remarkable faith in the efficacy of mone- 
tary policy. More than one person thought we had triumphed 
over the business cycle. 

Back in 1929, the discount rate got up to 6 per cent and 
call money went to 20 per cent but security loans kept right 
on going up until finally the whole business collapsed and we 
headed for the Great Depression. Then the Fed struggled for 
years to bring about a recovery by easy money. The discount 
rate went to 1 per cent and Treasury bills went to a negative 
yield. But it was not easy money that finally cured the unem- 
ployment of the thirties. 

It was the vast deficit spending of war. 

The events of the Great Depression destroyed the illusion 
that mere tightening or loosening of the total volume of credit 
was a sure-fire cure-all for economic ups and downs. The 
simple monetary explanation of the business cycle withered 
away to be replaced by more complex ideas of the inter-rela- 
tion of Federal spending, taxes, savings and investments, in- 
come, employment and money too. And so the new hope of 
preventing depressions came to rest not just on central bank- 
ing techniques but on “compensatory fiscal and monetary 
policy.” 

Thus the Eisenhower Administration, faced with the re- 
cession of 1953, effectively employed fiscal as well as mone- 
tary measures to combat the downturn. The hope of a balanced 
budget was deferred and instead, a spectacular tax reduction 
early in 1954 gave the economy a powerful upward boost. 
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Similarly, the Administration's refusal to go along with a tax 
cut this election year has been a measure of restraint. 

There seems to be, however, an increasing tendency to rely 
more and more heavily on over-all credit control to deal with 
booming tendencies in the economy. The limitations of this 
policy are becoming more and more apparent. 

It is often said that over-all, quantitative credit control is 
the fairest kind of control. The theory is that, like the gentle 
rain from Heaven, it falls upon the just and the unjust alike. 

Actually, in today’s circumstances, over-all credit restriction 
bears down very hard on some segments of the economy while 
it does not at all affect others. 

Thus home building is hard hit. But other types of con- 
struction are little affected. 

Small business is directly hit. The little fellow finds his 
credit drastically cut down. But the big corporation is not 
affected at all. The industrial giants have no difficulty financing 
their expansion plans. And the increased interest cost is 
neutralized by high taxes. A prime rate of 4 per cent is an 
effective rate of less than 2 per cent after taxes. That, of 
course, is for the large corporation that’s making money. The 
corporation that is losing money—and there are some, even 
these days—gets socked with the full force of the higher in- 
terest rate. 

So it turns out that over-all credit control is in practice 
highly selective—or at least discriminatory. 

This is not at all to depreciate the usefulness of general 
credit control. Federal Reserve manipulation of the volume of 
bank reserves so as to influence the supply of money can be a 
most powerful instrument. But is it the proper medicine for 
every pain or pimple in the national economy? 

I question whether you can keep the Steel Workers Union 
from seeking and obtaining higher wages by tightening credit. 
I doubt you can directly affect installment credit by forcing up 
the prime rate a few notches. Nor can you keep big corpora- 
tions from carrying out the capital expansion plans they have 
made simply by raising interest rates. 

The attempt to halt the wage-cost-price spiral in steel, for 
example, by curtaining the total volume of credit is like burn- 
ing down the barn to kill a rat. You may succeed in halting 
wage increases but only if you go to the length of bringing 
on recession and unemployment. 

The truth is over-all credit control alone is a pretty crude 
weapon to use in dealing with an economy where not all ele- 
ments are expanding and not all lines of business need to be 
discouraged. 

Apart from the uneven impact of over-all credit restriction, 
this business of turning the spigot of credit on and off is 
likely, I'm afraid, to do our financial system no good in the 
long run. 

Take what's happened this past four years. Right after the 
1952 elections, the Fed began to restrict credit, raising the 
discount rate and tightening up by open market policy. In 
fact, by May 1953 the brakes were down so hard they jammed 
and the economy started to skid. Then came the swift reversal, 
including open market purchases, lowered reserve require- 
ments and two cuts in the bank rate. But by September 1954, 
the Fed was shifting again and early in 1955, it began the 
series Of moves, including six successive advances in the 
rediscount rate that has produced the present credit stringency. 

Now all this intense money management had a direct re- 
flection in the Government bond market. As an example, 
Victory 242s, which had reached a high of 104 prior to 1952, 
fell to 89 and a fraction by early 1953. They were back above 
100 in 1954 and back again to about 90 recently. 

The aggregate market value of all Government securities 
has see-sawed back and forth by tens of billions of dollars. 





VITAL SPEECHES OF THE DAY 


Our banks, insurance companies and other financial institutions 
have seen their Government portfolios—which should represent 
their most stable assets—become their most fluctuating assets. 
When I ask some of my old friends in the money market these 
days how the Government bond market is, they tell me, “There 
is no Government bond market.” 

I cannot escape the feeling that these violent fluctuations 
add no strength to our financial system. It will surely occur 
soon to some smart fellow that if the Fed is going to chase 
the Government bond market down ten points, then up ten 
points, then down ten points again—Governments are a 
better speculation than an investment. 

And so, having committed ourselves to the proposition that 
Government must stabilize the economy and prevent both 
boom and bust, it seems to me we must ask ourselves whether 
it is good enough simply to rely on quantitative credit control 
to do the job? 

Nobody likes selective credit controls, such as Regulation 
W which was used in three different periods from September 
1941 to June 1952 to control consumer credit or Regulation 
X which was used for a time to restrict real estate loans. 

Certainly these regulations were not popular with the busi- 
ness interests covered or with the public generally and they 
were an unholy headache to the Federal Reserve System itself. 

The truth is most of us are like the farmer—we want the 
Government to guarantee us prosperity but we don’t want any 
blankety-blank bureaucrat telling us how to run our business. 

Yet selective credit controls can work. The Federal Reserve 
has two regulations in permanent use—regulations T and U 
which govern ‘loans to finance security transactions and it is 
worth nori' hat amid all the talk of inflation nowadays, 
no one h: suggested that there is any sign of inflation in 
“Street” vans. In the past two years such loans have actually 
declined. 

With the memory of 1929 still burned into our conscious- 
ness, nobody even suggests that the regulation of security loans 
should be abandoned. Would anyone suggest we should go 
back to trying to control stock market loans by raising the 
discount rate? Yet, when the authorities become concerned 
about a too rapid rise in consumer credit, the only thing they 
can do is to choke off the supply of credit to the whole 
economy. 

If we are serious about this business of trying to control 
the business cycle, ought we not be willing, at least, to give 
the authorities standby power to impose selective controls? 

As for compensatory policies, apart from the tax cut 
in 54 and the absence of a tax cut in '56, they have not been 
much in evidence. 

One might suppose it would be in order at this time to re- 
fund the national debt, but over-all credit restraint, having 
driven the price of “Governments” to the lowest levels in 
years, has put such a damper on the Goverment bond market 
that refunding would be a pretty difficult business. 

There are fiscal measures of counter-cyclical control we have 
not explored. One of the most interesting of these is the sys- 
tem used by the Dutch of varying the period over which busi- 
nesses can write off new investment in plant and equipment 
sO as to encourage or discourage capital investment. 

At present, we have no means of spreading out the capital 
boom except by putting the squeeze on the entire economy. A 
flexible depreciation policy might be worth exploring. 

Now another problem that has complicated our efforts to 
control the business cycle is the lack of a unified Government 
policy. We have seen, for example, the Federal agencies con- 
cerned with housing acting to make housing credit easier at a 
moment when the Fed was acting to make all credit dearer and 
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ELLIOTT V. BELL 


was doing this, in large part, to cool down the residential 
housing boom. 

Moreover, there is not always agreement as to the correct 
policy among top Governmental officials. It has happened in 
the present Administration as in the previous one that the 
Fed and the Treasury have not always seen eye to eye. 

In view of the importance and difficulty of preventing 
booms and depressions, ought we not seek some means of 
making sure that all the Governmental agencies concerned 
work in harmony rather than at cross purposes? 

When the Federal Reserve System was created in 1913, there 
was no thought that anyone would suggest Government could 
be held responsible for full employment. The principal idea be- 
hind the establishment of the System grew out of the Panic of 
1907. It was to provide the country with an elastic currency 
based on commercial paper. In those days, the model of what a 
central bank should be was the Bank of England, a privately 
owned institution governed primarily by tradition. Yet even 
then, it was recognized that the United States could not have 
a central bank completely independent of Government con- 
trol. Andrew Jackson had settled that long ago in his war on 
the Bank of the United States. So the Reserve System was set 
up sO as to report to Congress but it was made directly re- 
sponsive to the Administration by having the Secretary of the 
Treasury and the Comptroller of the Currency sit as ex-officio 
members of the Federal Reserve Board. This link with the 
Administration was severed in the banking reforms early in 
the days of the New Deal. The Secretary of the Treasury and 
the Comptroller were removed from the Board on the grounds, 
later shown to have been quite incorrect, that Secretary Mellon 
had used his position on the Board to block effective action 
against the runaway stock market. 

Ironically enough, it was subsequent to this supposed purge 
of “political” influence that the Federal Reserve System came 
completely under the domination of the Treasury in connec- 
tion with the pegging of Government bond prices during and 
after the War. Since the War, discussion of Federal Reserve 
matters has centered around the restoration and preservation 
of the “independence” of the Federal Reserve System. 

Now it happens that I am one who pointed out years ago 
that the Federal Reserve not merely ought to be but, in fact, 
was independent of the Treasury. There was never any law 
requiring the Fed to peg Government bond prices or to bow 
the knee to John Snyder. Any time the Fed was ready to stand 
up and assert its independence of the Treasury, it was free to 
do so, as events proved. I am not suggesting that the Fed 
should be deprived of its much prized independence. There 
are sound historical and practical reasons why the central 
bank should not be made subservient to the Treasury. I do 
question whether under present-day conditions, the Federal 
Reserve ought to be able to ignore or even go counter to the 
economic policies of the National Administration. 

In no major country of the world today, except in the 
United States, is there a central bank that can legally, if it 
wishes, tell the head of its own Government to go fly a kite. 
It seems to me that if we are to hold Government responsible 
for carrying out the new doctrine of economic stabilization, 
there must be a chain of responsibility reaching through the 
Presidency to all the instrumentalities that do the stabilizing. 

In theory, the Federal Reserve System reports to Congress 
but Congress is not an Administrative body and Congress is 
not responsible for carrying out the mandate to maintain a 
stable economy. 

It is oversimplifying to speak of keeping politics out of the 
Federal Reserve. The point is you can’t keep the Federal 
Reserve out of politics. 

By that, I am not for one moment accusing the present 
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Federal Reserve Board or any part of the System of acting from 
political motives. Chairman Martin and his associates on the 
Board are, I know, carrying out with much courage policies 
they earnestly believe to be right, and they are resolutely ignor- 
ing the political aspects of their course. Nevertheless, the tre- 
mendous importance to every citizen of monetary manage- 
ment makes the Federal Reserve's activities a matter of high 
political consequence. 

Regardless of what may be the motives or opinions of the 
members of the Board of Governors in following policies of 
credit ease or credit restraint, it is the Administration in power 
that will be held responsible for the consequences. Mr. Tru- 
man, for example, lost no time in denouncing President Eisen- 
hower for the present tight money policy. And Mr. Truman 
certainly knows a political issue when he sees one. 

The irony of it is that four of the seven members of the 
Federal Reserve Board were originally appointed by Mr. Tru- 
man himself, one by President Roosevelt and only two of the 
seven by President Eisenhower. Mr. Truman knows too that 
the President has no control over the Federal Reserve Board. 
He's been all through that and out the other side. Yet his 
political instinct is as deadly as ever—the public holds Eisen- 
hower responsible for tight money. 

If we are to have coordination of ovr economic policy, 
either one of two things must happen. Either every other 
agency of Government, including the Treasury must be made 
responsive to the Federal Reserve Board or the Federal Reserve 
Board must be made responsive to the Administration. 

There are probably many ways this could be done. 

A simple solution to this problem and one that I believe 
would prove eminently practical would be to create a National 
Economic Council that would have the responsibility of de- 
termining the basic economic policies of the Government. The 
Secretary of the Treasury would be a member of this Council 
and so, on a completely equal basis, would be the Chairman 
of the Federal Reserve Board. 

The Council should include the Chairman of the Council of 
Economic Advisers and other top-ranking economic policy 
makers of the Administration. Like the National Security 
Council, this new body would report directly to the President 
who would be its Chairman. He would have the final responsi- 
bility for its decisions and for resolving conflicts on basic mat- 
ters involving different agencies of the Government. Such a 
plan would preserve the independence of the Federal Reserve 
System but would, I think, give the Administration the power 
to help determine those basic economic and monetary policies 
for which it must, in any case, take full political responsibilty. 

A number of advantages would follow. Such a National 
Economic Council would make possible better coordination of 
monetary and fiscal policies, both of which are essential to 
achieve our national goals of economic growth and stability. 
Ic would make possible coordination in important areas of 
money and credit now beyond the reach of the Federal Reserve. 

We have forced upon our National Administration responsi- 
bilities for insuring the stability of our economy; for seeing to 
it that employment is maintained at a high level. That re- 
sponsibility has been made specific by the Employment Act 
of 1946. Yet, by the accident of history, in the most critical 
area of all for the achievement of these objectives—the area 
of monetary management—we have cut off the National Ad- 
ministration from any operating responsibility. 

We have committed ourselves to defend the economy against 
future depressions. Yet we have not taken the elementary step 
of putting our defense forces under one command. 

There are abroad today a widespread uneasiness and much 
questioning concerning our money policies. Is our monetary 
system equal to the tasks being asked of it? Are we, perhaps, 
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holding out false hopes which, like the delusions of the 1920's 
will lead to a bitter awakening? I do not pretend to know the 
answers. In these comments today, i have tried only to ask 
some of the right questions. The suggestion has been made by 
Allan Sproul and others that it is time to set up a new Mone- 
tary Commission to take a long, deep look at our whole 
money system. That, I believe, must surely be done. 

We are approaching a point where events could move 
rapidly towards a climax. We cannot much longer permit this 
situation te drift. As a nation, we are involved in a great ex- 
periment, testing whether a Democracy can be wise enough 
and disciplined enough to master the rise and fall of the 
business cycle. 

We are all agreed, I think, that another Great Depression 
would be a catastrophe second only to another Great World 
War. We are agreed that such a calamity must not be per- 
mitted to happen. Yet the sobering fact is that never in the 
past have we succeeded in preventing depressions. At best, 
we have merely postponed them with, perhaps in the end, 
aggravated results. 

If, in the years immediately ahead, we can find a way to 
maintain an economy of high employment, expanding produc- 
tivity and stable prices; if we can do this without infringing on 
the basic principles of a free society, then we shall have un- 
locked the gates co a future of untold promise. If, on the other 
hand, by bungling and conflicting policies we shatter the hopes 
so widely held, our condition will be sorry indeed. 





VITAL SPEECHES OF THE DAY 


The stakes are incalculable. One thing is certain—we shall 
never succeed on a hit or miss basis. We shall need to apply to 
this problem the best judgment and the wisest counsels our 
nation can command. Above all, we shall need the support of 
an intelligent, informed lic opinion. We must inculcate in 
all minds an understanding that defense against depression 
may call for sacrifices and patience just as does defense against 
external aggression. There may be times when everyone will 
have to slow down a little in buying goods on credit; times 
when even our great corporate giants may have to discipline 
themselves, to spread their expansion plans over three years 
instead of trying to crowd them into one. 

In developing this kind of public understanding and in 
helping to discover the means of implementing the defense 
against depression, bankers have a key role to play. From the 
nature of your business, you are expected to be leaders of 
public opinion on matters affecting the political economy. 
Moreover, whether we like it or not, bankers are squarely in 
the middle of this problem. It is impossible to manage our 
money supply without profoundly affecting our banking sys- 
tem. In your own interests, in the Nation’s interest, you must 
face up to the problem. Booms and depressions are in great 
measure due to fluctuations in the opinions of men. Let our 
opinions be based on a confidence that we have learned some- 
thing, but by no means everything, from our past experience, 
and that if we apply the understanding and the will and the 
courage to the task, we can maintain a healthy, growing 
America. 


A Time For Plain Speaking 


1956 MAY BE DECISIVE YEAR 
By COLA G. PARKER, President, National Association of Manufacturers and Director, Kimberly-Clark Corporation 


Delivered before the Economic Club of Detroit, Michigan, October 15, 1956 


HIS COULD BE a decisive year in the history of 

America. 

It is the year in which organized labor leadership has 
proclaimed an all-out effort to elect a Congress, and if possible 
an Administration, which will do the bidding of the handful 
of men who have the effrontery to claim the American 
working man as their chattel and possession—who have the 
gall to say that they, and they alone, speak for American 
working people. This is in the face of the fact that many of 
their own members are unwilling captives, and that their 
total enrollment represents only about one-quarter of the 
nation’s work force. 

What I'm telling you .s not news. There has been no effort 
to conceal this power-grab from the nation. Heady with the 
power they already possess by virtue of holding millions of 
American working people within the iron grasp of compulsory 
unionism, the leaders of organized labor boldly announce 
their intention of seizing political control of the country. 


AN ALARMING INDIFFERENCE 


As I say, this is not news to this audience. Nor should it 
be news to anyone who reads the papers. But what appalls 
me is the stark indifference—an indifference which is alarm- 
ing—which prevails all over the country. As I read the 
situation, the people are relying on business and professional 
men to meet and turn back this challenge to their political 
traditions. But, I speak for a business organization of more 


than 21,000 manufacturers. And so my remarks will be 
confined to them. 

The businessmen of America sit like rabbits hypnotized 
by a snake, seemingly helpless to organize a program to 
defend the American political and economic system, which 
is essential to the welfare of the American people and thus 
to their own welfare. Worse still, they seem too indifferent, 
or lethargic, or paralyzed by a feeling of hopelessness to seize 
upon and use the weapons of defense which are available 
to them. 

If union leaders would confine their activities to the field 
in which the public, as well as a majority of union leaders, 
believe they should operate, I would not be talking here 
today as bluntly as I shall. 

But before I go into that—before I am accused of “union 
busting” or “union baiting”—I want to make NAM’s position 
crystal clear. 

NAM believes that employees should have the right to 
join or not to join a union and to bargain collectively through 
representatives of their own choosing. 

NAM is opposed to monopoly in either business or labor 
and believes the anti-monopoly statutes and the Federal 
Corrupt Practices Act should be applicable equally to labor 
unions as well as corporations. 

And NAM is opposed to the use of union funds and union 
organizations for partisan political purposes. 

Now I want to discuss three aspects of what I regard as 
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COLA G. PARKER 


by far the most important domestic problem confronting the 
American people today: 

First, what the labor unions have said they will do and 
what they actually are doing to win this election; and what 
it will mean to our economic and political system, and to 
business, if they are successful. 

Second, the support, or rather the lack of it, which they 
have among their own rank and file for their political 
activities. I have some very recent figures on this subject to 
put before you. 

And, third, what businessmen could and should be doing 
about this, and how, generally speaking, they are failing in 
their responsibility to the American people and to themselves. 


DOCUMENTED PROGRAM 

The intentions, and the program of action, of organized 
labor in this political campaign are amply documented. Like 
Hitler when he wrote “Mein Kampf,” and like Karl Marx 
when he wrote “Das Kapital” and the “Communist Mani- 
festo,” the leaders of the AFL-CIO have proclaimed in writing 
and in public statements exactly what they intend to do. 

George Meany said last November: “The scene of the 
battle is no longer the company plant or the picket line. It 
has moved into the legislative halls of Congress and the state 
legislatures.” 

The use of the term “battle” is revealing as to the mental 
attitude and processes of organized labor's leadership. 


UNION GOVERNMENT 

The union objective, according to their spokesmen, is to 
elect their own definition of liberal representatives at all 
levels of government and, if possible, a President and state 
governors, mayors and other local officials, who will be pliable 
to the demands of Mr. Meany and his associates. 

Now, how are they going about it? What are they actually 
doing in this campaign, today, to gain their objectives? 

They are pouring money and manpower in the election 
drive at a rate which makes previous efforts seem strictly 
bush league. 

They are diverting to political activity the services of more 
than 60,000 full-time paid union officers—men and women 
who are well versed in and capable of applying to electioneer- 
ing the same tactics of misrepresentation and intimidation 
which have been used so frequently in industrial disputes. 

They have organized election workers from their ranks in 
as many of the nation’s 140,000 voting precincts as possible. 

They have turned more than 1,000 union newspapers, with 
circulation in the millions, into outright propaganda sheets 
for favored candidates. 

They have stepped up the political voltage and the slant 
of their two regular nationwide network broadcasts as well as 
union-controlled sectional radio and TV programs. 

They are buying time on radio and television for their 
candidates to appear before the public. 

As they did with one of the great political parties here in 
Michigan, they are taking over political organizations where 
those organizations are weak at state as well as local levels. 
You know that as well as I do. 

They are infiltrating community organizations of all kinds, 
from Parent-Teacher Associations, to school boards and social 
service agencies. 

They are wooing the votes of everyone—farmers, white 
collar people and non-union as well as union members—with 
the pocketbook approach, promising lower taxes, higher wages, 
greater social security, less work hours, and larger unemploy- 
ment and workmen’s compensation payments. 
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They are preparing and distributing every conceivable type 
of campaign aid for the candidates who have their endorse- 
ment. 

And, probably most effective of all, they are enlisting some 
2,000,000 campaign workers with the proclaimed objective 
of calling at every home in the land whose occupants might 
possibly be amenable to their blandishments. 


UNION PLEDGE 


The end result which the labor politicians hope to achieve 
with all this effort is best illustrated by reading to you a 
pledge which the Central Labor Union of Minneapolis has 
been requiring the candidates it endorses to sign. It reads 
as follows: 

“I hereby agree that if I receive the endorsement of this 
Committee, I pledge actively to support the program and 
platform formulated by the labor movement on city, state 
and national issues; that I will join a caucus of all other 
labor-endorsed candidates which is pledged to abide by unit 
rule on all matters of organization or on all basic labor issues; 
that I will clear all campaign literature through this Com- 
mittee and will cause to be distributed only that which is 
approved. If it is found at any time that I have failed to meet 
the obligations outlined above, I agree that I forfeit this labor 
endorsement.” 

That, I believe, needs no comment on my part. Nor need I 
say more about this frightening campaign the labor bosses 
have launched and its serious implications for the American 
form of representative government. If it succeeds to the 
extent the labor political masterminds contemplate, we will 
have government responsive to the wishes of union leadership 
and no one else. 

DISENFRANCHISED 

I don’t have to emphasize to you that if Congressman A 
owes his election to union funds and campaign manpower 
supplied by Union Leader B, and can continue in office only 
with this support, the real voice in Congress will be that of 
Union Leader B. Congressman A will be only an echo. The 
people of his district as a whole will have been effectively 
disenfranchised. The same applies to mayors, sheriffs, members 
of school boards, and other officials of local government right 
down to, and probably including dogcatcher. 

The kind of pressures they hope to apply are illustrated by 
the attempt of the UAW to get Kohler products boycotted by 
municipal bodies and school authorities in an effort to rule 
or ruin the Kohler Company. Don Rand, the UAW official 
who heads the boycott, is quoted in the Wall Street Journal 
as follows: “It seems to me that it is almost sinful to have 
any labor dispute degenerate to the point witere this one has— 
where we actually have to wreck the company. That’s what 
we're doing, wrecking the company.” 

The extent to which the nationwide political activities of 
unions are directed and controlled by the few men at the top 
can be demonstrated out of their own mouths. 


LAY DOWN THE LAW 

This past summer, COPE, the Committee on Political 
Education, held a series of regional meetings at which the 
law was laid down to local union officials in various sections 
of the country. In Hartford, Connecticut, James L. McDevitt, 
co-director of COPE, is reported to have told the New England 
union leaders as follows: 

“We are driving to see that every so-called labor leader 
speaks for what is best for the movement, and not what is 
best for him. We are going to get the labor leaders who 
differ publicly with the position on candidates and issues 
already established by the labor movement. 
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“Such differing hurts the cause. It is a disgraceful thing to 
hear and see a labor leader who, for a pat on the back from 
some local politico, publicly announces that he doesn’t care 
what the movement has established, that he personally sees 
it the opposite way. 

“These so-called labor leaders that differ with the movement 
will be uncovered. We plan to, and we will, publicly and 
among the rank-and-file, brand them as ¢rastors. That's what 
they are—fraitors—and that’s what they will be called— 
traitors. 

“We are warning you now, and we are warning all in the 
furure: DO NOT DIFFER WITH THE MOVEMENT WITH 
RESPECT TO ISSUES OR CANDIDATES. WE WILL NOT 
STAND FOR IT.” 

The reporters on the scene said that this statement brought 
the delegates to their feet cheering. 

Is there anything clearer than that? With union leaders 
pulling strings behind the scenes to run the country their 
way, we will have a vast extension of state socialism and 
welfare statism. It will mean higher taxes and more controls 
on business, farmers and the people and less restraint on the 
actions of union leaders. It will mean the death or nullifica- 
tion of the Taft-Hartley Act. It will mean unbridled raiding 
of the Federal Treasury, with unbalanced budgets and further 
inflation. It will mean a steady encroachment on the rights 
and authority of stockholders and management. It will mean, 
in short, the beginning of the end of the system of individual 

opportunities, incentives, rewards and responsibilities—the 
system which is the fabric of the American dream, and under 
which all Americans have made such great progress. 


For PERSONAL GAIN 


Now, I do not mean to imply that union leaders have no 
right to take a personal interest in politics and to play active 
parts as they choose. They have the same right as other 
citizens. But to use the resources and energies of the or- 
ganizations they control—and to attempt to control the actions 
of their individual members—to further their own personal 
political goals is something else again. Many of the members 
who provide the resources for these organizations have 
different political ideas and objectives, and it is wrong for 
the officials of their unions to coerce them or commandeer and 
use union funds for these purposes. 


POINT NUMBER Two 

Now, then, as to point number two: 

There are certain kinds of political activity which the 
public, union members, and American tradition say are right 
and proper for labor unions to engage in. There are other 
activities which the public, union members and American 
tradition say are improper. 

According to opinion polls, a majority of the public and 
union members believe unions should urge their members to 
turn out and vote, also that unions should publish statements 
giving their official position on political issues. But note, 
this view is confined to issues—not parties or candidates. 
The public believes, and union members believe, by fair 
majorities, that it is proper for unions to campaign for various 
issues such as public housing, minimum wage laws, etc., and 
that it is proper for unions to urge their members to write 
to Congressmen in support of such laws. 

Certainly, union leaders have every right to try to persuade 
their own members that their official position is right—but 
they have no right to apply coercion of any kind. 

Let's look at some of the other questions and answers. Is 
it proper for unions to blacklist or campaign for the defeat 


VITAL SPEECHES OF THE DAY 


of candidates whose legislative records they disapprove? 
Sixty per cent of the public and 54% of the union members 
say No. Is it proper to use money from union dues for 
political campaigning? Eighty per cent of the public and 
76% of the union members say No. Is it proper for unions 
to collect money from members for political campaigns? 
Seventy-eight per cent of the public and 72% of the union 
members say No. 


“No” 

When it comes to fixing a certain sum which each union 
member is expected to contribute to a political campaign 
fund, the public and union members think exactly alike. This 
proposition gets a resounding 89% “No.” 

Asking union members to vote only for candidates endorsed 
by the unions is frowned on by 81% of the public and 75% 
of union members. 

Negative majorities are registered by both the public and 
union members against using union newspapers to endorse 
specific candidates and against buying radio and TV time 
for candidates the unions favor. 

And what about a labor union’s putting its entire political 
support behind the Democratic Party in a national election? 
Well, this isn’t considered proper by 68% of the public, 61% 
of union members, and even by 58% of those who say they 
are Democrats. This is not a party question. I'm sure the same 
Or greater percentages eae apply if it were a question of 
the Republican Party. 

Now one does not have to think long or searchingly about 
these two lists of activities—one approved and one opposed 
by union members—to realize that the union bosses in politics 
are not representing their members. 

Further, these figures make crystal clear that employers and 
their employees are on the same side of the fence when it 
comes to opposing this political power grab by union leader- 
ship. The union leaders are way out in left field all by them- 
selves. 

POINT NUMBER THREE 


And so we come to the third point: What have businessmen 
done to bring this situation—in which they and their em- 
ployees see alike—forcefully to the attention of their employ- 
ees and the public. 

The answer is: Not very much. 

It is true that many businessmen are active in politics. They 
aid the political party of their choice in fund-raising and many 
contribute generously of their own funds. Many serve on 
party committees in county and state. But, with these limited 
exceptions they are not, as a group, very effective in reaching 
the people—the voters—even their own employees. 

Therein lies the big difference. The political machine the 
unions are building on a nationwide basis is aimed at the 
people. It’s out ringing doorbells, sitting down with people 
in their homes, telling them and selling them, day after day 
during this campaign. It’s getting people registered, and it’s 
getting them out to vote. 

Raymond Moley, in his column in the current issue of 
Newsweek Magazine, reports that the United Steelworkers 
have assigned 1,200 full-time staff members to mobilize 
12,000 shop stewards for work on Election Day. UAW is 
counting on using ten paid staff members from each of its 
3,000 locals to mobilize many thousands of shop stewards. 
Each is to be reimbursed for time off the job at an average 
rate of $25 a day, plus $20 for the use of his automobile. 
Many other unions are similarly organized, and according to 
Mr. Moley, an estimated 100,000 COPE cars will be shuttling 
back and forth all day Election Day, bringing carload after 
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carload of folks in to vote. These union chauffeurs could 
easily haul several million voters to the polls. 


$414 MILLION 


It costs money, of course. One hundred thousand cars and 
chauffeurs at $45 each comes to four and a half million 
dollars. But this four and a half million dollars is not subject 
to the laws regulating political contributions. This is not a 
political contribution. Oh, no! It’s a laudable citizenship effort 
to get out the vote. 

Now, against these highly effective activities of the unions, 
what comparable effort to reach the people is being carried 
on by businessmen? 

The answer, I'm afraid, is pretty bad. By and large, 
businessmen are not even talking to their own employees and 
their own townspeople about the issues in this campaign. 
They're not even telling their employees what their union 
leaders are doing with their money. 

I have here in my hand a booklet issued by NAM early in 
September. Its title is: “Organized Labor's Program to Or- 
ganize the Legislative Halls,” and it tells in clear, simple 
English what the labor politicians are doing to win this 
election campaign. We sent copies of this booklet to all of our 
21,000 members; we distributed it to the other associations 
which are affiliated with the NAM in the National Industrial 
Council; we supplied these other associations with copies for 
distribution to their own members; we mailed it to a list of 
about 50,000 other businessme~ and companies. And, of 
course, for we have nothing to conceal, we put it in the hands 
of the press, and radio and television. There it attracted a 
lot of interest and nation-wide publicity, including editorial 
comment which brought many requests at a dime a copy from 
individuals, many of them union members, for the booklet. 

As an association, the NAM can assemble the data for 
such a booklet, publish and make it available to our members 
and anyone else who asks for it. But we have neither the 
money nor the facilities that the unions have to distribute it 
in the quantities which such a simple, factual presentation 
deserves. NAM can prepare the tools, but it is up to business- 
men to use them. 

And that, te my mind, is the key to the question. Too many 
of us are content to sign membership checks to the NAM or 
our local employers’ associations and say smugly: “That's that. 
Let NAM or the Detroit Board of Commerce do it.” Of 
course, I know we have to run businesses, “keep the store,” 
as they say. But we do have an effective and largely unused 
tool at hand . . . the junior executives in our organizations. 
Every last one of these young men and women can be and 
should be focal points in their own neighborhoods for the 
preservation of the things we fight for—if you will encourage 
them to get out and work. 

Understandably, businessmen are reluctant to risk stirring 
up trouble in the plant. Perhaps company lawyers and in- 
dustrial relations experts are being overly cautious in their 
recommendations to management. They fear to get out on a 
limb with anything which mentions politics. 

The Corrupt Practices Acts have been applied rigorously 
to corporations. But, by judicial decision in this state of 
Michigan, they have been held not to apply equally to unions. 

But the union politicians have no qualms. They know that 
when the election is over what counts is who wins, not how 
many union officials are hauled up before Congressional in- 
vestigating committees to answer questions about political 
activities. 

My own feeling is that the union effort will fall short in 
this campaign. I do not believe the union leaders will accom- 
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plish their purpose, and perhaps not even a major portion 
of it. But it will not be for lack of trying on their part, and 
it will not be because of any adequate effort businessmen have 
made to bring the truth home to the people of this country. 
It will be because of what union members and others workers 
do when they get behind that little green curtain on Election 
Day. 
UNIONS WON'T GIVE UP 

But, this effort is only the beginning. The union political 
Organization will grow and be perfected. And the union 
leaders will try and keep trying, until they win. In 1958, they 
will be more effective than in 1956, and in 1960 they will 
know better what to do and how to do it than in 1958. Unless 
halted, organized labor eventually will dominate the American 
political scene. Our history will become the history of Socialist 
England all over again. 

From the peak of British strength in 1945, socialist ideas 
and socialist thinking evolved by labor politicians have re- 
duced this still proud nation to the rank of a second-rate 
power. Great Britain, which used to act boldly and decisively 
on the world stage, has been paralyzed by the socialist disease 
in her vitals to the point where she is unable to develop firm 
policies to defend her interests—to where her empire fades 
away and a pipsqueak dictator dares to seize the Suez Canal, 
the Empire’s vital waterway. 

I repeat that—unless halted—organized labor eventually 
will dominate the American political scene. But if we expect 
the political ambitions of the union leaders to be halted by 
legislation, we are living in a fool's paradise. 

Laws are made by politicians, and politicians want to 
be elected and re-elected. We cannot rely on the politicians of 
either party to take forthright action against the political 
machine the unions already have built up, and which they 
are putting through its paces in this election. As time goes 
on and the machine grows stronger, the chances of their doing 
so will become less and less. 

The only effective action is to create a countervailing force 
—an organization which gets down to the people in every 
state, and every county, and every precinct-—an organization 
which can carry the truth to the people in their homes. 


GRASS ROOTS MOVEMENT 

As to what form this will take and how it will be set up, 
I have some ideas. I believe that it must spring from the 
people themselves and be financed by them, under the leader- 
ship of the businessmen of our communities. I believe it 
must be truly a grass-roots movement, dedicated to the prin- 
ciples of American democracy and true representative gov- 
ernment. I believe that if businessmen will blueprint such a 
movement and launch it, millions will flock to their standard. 

As I see it, the most hopeful sign in all of Britain is the 
growing influence of its recently established “Society of 
Individualists,” a “grass roots” organization supported by a 
growing number of businessmen to combat the Socialist 
menace. 

We want to preserve this nation, and hand on the good 
things to our children as they were handed to us. We want 
to preserve its freedoms, its opportunities, its stimulating 
economic climate which encourages each individual to give 
free rein to his ambition. We want to retain our national 
strength and vigor and we want all the American people 
to benefit from the security and abundance which strength 
and vigor alone can provide. 


TIME For SACRIFICE 
The preservation of what we call the American way of life 
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transcends the personal or corporate interest of every one of 
us. No sacrifice is too great, no task too onerous, no foe too 
fearsome—Walter Reuther or Dave McDonald or anyone 
else—in this struggle to keep America a nation of all the 


people. 


VITAL SPEECHES OF THE DAY 


It is a time for plain speaking, and—as one American—I 
have tried to speak plainly . . . but to win this struggle will 
take more than plain speaking. It calls for vigorous action— 
NOW—BY YOU—BY ME—AND BY EVERY AMERI- 


CAN WORTHY OF THE NAME. 


THROWING YOUR MORAL WEIGHT AROUND 
By LOUIS W. NORRIS, President, MacMurray College, Jacksonville, Illinois 


Delivered before the Illinois Association of Mutual Insurance Companies, Springfield, Illinois, September 20, 1956 


Suit how Tom Rath, returned from World War II, 
applied for a position with the United Broadcasting 
Company in New York. After filling out numerous applica- 
tion forms, he was asked to write an autobiography. It was 
ro end with the completion of this sentence: “The most 
important fact about me is . . .” You are applying for a 
position in history, in the records of your company, in the 
esteem of your friends. How would you complete the sentence? 
Some completions that might be made would both surprise 
and dismay us. Willy, in Arthur Miller’s play, Death of a 
Salesman, would write, “The most important fact about me 
is the people I know.” In a conversation with his brother, 
Ben, he says, “It’s not what you do. It’s who you know and 
the smile on your face. It’s contacts, Ben, contacts! The whole 
wealth of Alaska passes over the lunch table at the Commo- 
dore Hocel.” But when the smiles on the faces of Willy's 
friends faded, he was through. He drove off into suicide 
because he couldn't sell any more. Or, if you leafed through 
Dickens’ story of David Copperfield and asked Uriah Heap to 
finish the sentence, he would have said, “The most important 
fact about me is my humility.” But you would be dismayed be- 
cause humility when advertised is hollow and insincere. It is 
most real when a man does not know he has it. 

I hope you would write, “The most important fact about 
me is, that I seek through my work to leave my part of the 
world better than I found it.” This need be no pious hope, 
nor superficial boast, but it should be a consuming desire to 
exert a healthy moral influence through your work. It is the 
most notable aim a man can set before his profession. At the 
political conventions the leaders presented their candidates 
while reaching for superlatives. The Republicans had two 
“Mr. Integritys” before they finished. They evidently honored 
the man most whose work manifested through it a moral 
influence. Our generation is blessed with “know-how” but 
not so clearly with “know-what.” The integrity of a man’s 
work is the “know-what” he must aim for. 

A man is commonly judged in his community more by 
his work than by his family life, his recreation, or his politics. 
He is assigned some measure of success, or failure, whether 
he wishes to be or not. In that measure will reside basic 
ingredients of integrity and influence. We rebel against those 
who like to “throw their weight around,” for they are in- 
variably little men trying to be known as big ones. But who 
fears the moral weight a man throws around? We fear im- 
moral weight, and we are disappointed in him who carries 
no moral weight. It is moral weight that does us good and 
claims our welcome. 


S LOAN WILSON tells in The Man in the Gray Flannel 


Il 
What, then, are the moral implications of a man’s work? 
Certain axioms present themselves first off, 


To begin with, to do no work at all is immoral. St. Paul 
admonished the Thessalonians, you remember, that “if any 
man will not work neither shall he eat” (II Thess. 3:10.) 
The decline of royalty, the control of the wealthy class, if 
not its reduction, by taxes, the vanishing of servants from 
the household, have led to the common conviction that he 
who lives on wealth created by others, must be an exploiter. 
This conclusion has been aided, moreover, by the “labor- 
theory of value,” which Karl Marx set forth. According to 
Marx, the value of any article consists in the labor required 
to prepare or create it for use. It follows as a corollary, that 
he who does no work creates no value, and hence he must 
be counted a social parasite. 

Again, too much ‘work is immoral. Child labor laws were 
passed, and labor unions have become strong, because limited 
hours of work yield maximum production, commensurate 
with health and happiness. Exhaustion, the frantic effort to 
do a job that requires strength beyond endurance, obscures 
the values that abide. The farmer and factory hand alike have 
been saved from many a monotonous and sweaty hour by 
the tools of industrialism. No man would go back to the 
long hours of hand labor common at the turn of the century, 
for the work week now leaves energy and time for other 
values he prizes. 

Third, unneeded work is immoral. Some of the sorriest 
hours in recent history were those spent on some WPA jobs. 
Many projects were indeed admirable. Yet, large numbers 
of workers realized that their work was a thinly disguised 
dole. It was the pretense that ruined the worker’s morale. He 
could not put his best into something he knew his country 
could do without. In a similar way, the manufacture of 
luxuries may generate a mora! funk. Could you feel your 
moral best if your pay check came from manufacturing a 
$10,000 automobile, or even from manufacturing toy balloons? 
Neither one of these products can be seriously counted as 
economic needs. To be an accessory to the fact of producing 
useless Or unnecessary products, whether luxuries or trifles, 
can scarcely yield satisfactions that endure. 


Ill 

Assuming that your work is needed and it requires reason- 
able amounts of time and energy, what moral issues remain? 
The thesis I wish to put before you is that a man’s work 
can provide him with moral nourishment. 

In the first place, regular work can build up your health, 
and it is a moral obligation to keep healthy. The body is a 
dynamo generating energy that needs to be discharged, else 
disease sets in. An unemployed man is likely to quarrel with 
his wife as his energies seek some obstacle to surmount. Many 
a man shrinks from retirement for he fears his health will 
decline when his energies are no longer taxed to the full. 
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Sometimes the hustle of modern business results in ulcers or 
thromboses. But, at least, this exhausting labor works off the 
energy which might otherwise back up into festering reservoirs 
with equally disastrous effects. 

From the insects to the angels, living things seem designed 
for work. The story in Genesis that work came to be a curse 
to Adam and Eve and has remained an evil ever since, can 
never have been meant literally. They were gardeners before 
they became nomadic farmers. A part of man’s life from 
the beginning has been toil by brain and brawn, and he is 
healthier when he works than when he loafs alone. 

Secondly, work normally generates unselfishness. As a man 
throws himself into his job, he thinks more of its success 
and the success of his company than of himself. Few men 
really work only for the support of themselves. They are 
more concerned about the comfort and opportunities of their 
families. Even if a man has no family, he wishes not to be 
a burden to others, either now or in later years after retire- 
ment. Indeed, the best workman comes to his highest moral 
tone when he feels that his work is for those who come after. 
The teacher keeps his eye on the kind of society in adult 
life his students will create. An insurance man works for 
the beneficiaries of his client, preserving their welfare. Thus, 
a man’s work can be the most basic source of happiness, for 
the latter is an inevitable result of unselfishness. 

A third moral product of a man’s work lies in the fact that 
work cultivates faith in tomorrow. Our faith that what we do 
will be successful and valuable tomorrow makes us willing to 
go to work each morning. Belief in some stability within the 
economy, in the continuance of civil law without revolution, 
in the trustworthiness of your colleagues, sustains you. Faith 
is the reasonable certainty that what is hoped for, and believed 
to be deserved, will be obtained. The religious man holds this 
faith to be just because there’s a God in heaven who can be 
trusted. 

Yet, our faith does not permit us to forecast every detail 
of tomorrow. If we could, insurance as a branch of business 
would vanish! There remains a calculated risk, an expected 
deviation in tomorrow's course. To accept nothing but the 
literal fulfillment of our expectations, is to court despair. 
On the contrary, a love of the unexpected spices every day 
with adventure. But this acceptance of what the wheel of 
fortune may bring, does not displace faith. Ic makes it tan- 
talizing. The probability of events remains not only discern- 
ible but their predictability cultivates confidence that a man’s 
best deserves to be tried. 

Fourth, a man’s work may increase his moral stature 
because it accumulates a standard of excellence which is 
ultimately divine. Every workman has his own standard of 
excellence. His family, his company, his society, all have theirs. 
But a man comes eventually to the question of why anybody 
values good work. He cannot avoid some conclusion, when he 
has thought the matter through, that the universe is made 
that way. There is a thrust toward excellence which penetrates 
a thoughtful man’s mind. “Success” has about it a cosmic 
flavor that is more than mere promotion and social recognition. 
It is a demand to meet a standard that cannot be merely 
subjective. 

Phidias is said to have been chided by a fellow workman 
when carving a statue for the dome of an Athenian temple. 
It would not need to be perfected in detail because it would 
be out of range for the eye of each passerby. In reply, he 
thundered, “Silence, slave! Men may not see, but the im- 
mortals will.” Remember that Carlyle held, “a man’s per- 
fection is his work.” He must have meant that a man may 
find self-expression in his work, as he seeks to test that work 
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by a standard of excellence greater than his own private 
conception. He was saying of work what Sir Richard Living- 
ston said of education. The latter is, said Livingston, the 
cultivation of “a taste for excellence.” It, like work, yields 
satisfaction in proportion as one strives to excel what he 
has been. 

One may conclude that a man’s work has .1¢ capacity to 
improve his morality. It may assist him to go the way he 
should take, for it can, and usually does, contribute to his 
health, his unselfishness, his faith, and his admiration for a 
cosmic scheme where excellence is prized. But these results 
are more or less inevitable, at least for a thoughtful man. 
The real question concerns the moral influence a man can 
exert through his work when he tries. A man’s work should 
improve the moral quality of his time. How can work do that? 


IV 


Every man should have some well-defined moral objectives, 
which he hopes to reach through his work. First, let a man 
seek through his work some responsible compensation for 
the freedom from risk, which modern life affords. Twenty-five 
years ago, a great need was to secure a more equitable dis- 
tribution of risks. But unemployment insurance, social security, 
health insurance, crop insurance and many other types of 
coverage are now common. The investor is saved from risk 
by reserves for dividends, guarantee of loans and deposits by 
the government, price supports for farm products, and similar 
provisions. There remain some risks in individual enterprises 
to be sure, but the most dangerous and common ones are gone. 

There is danger in too much security. The college graduate 
is encouraged by prospective employers to expect security 
in the job he seeks. Inducements of insurance and annuities 
are held out as the normal part of a job today. But the in- 
ventive, pioneering, spirit that has been the genius of Ameri- 
can life, and that is the root of many deep satisfactions let 
us note, cannot avoid being quieted thereby. Let us not 
cultivate a society that encourages men to depend on a social 
system more than they do upon their own inventiveness. 

What has been expected of the man who escaped the 
risks of life and limb in warfare? Has the man who escaped 
the draft been called upon to render to his generation some 
service in compensation for this freedom from risk? David 
Lilienthal has said that every college graduate should give 
at least two years of his life to public office. Thus, sufferance 
of inconvenience to family and endurance of criticism serve 
as returns to the public good for benefits a man receives from 
his college and thus his society. The non-college man, as well 
as the college man, who has been allowed to stay home from 
war, bears a responsibility to pay his generation a dividend on 
this freedom from risk. 

Secondly, a man needs to foster through his own work and 
that of others a social motive for acquiring income or wealth. 
Most of America is now above the subsistence level. Some 
sharecroppers, negroes, and a few other groups remain below 
standard. Bur for the first time in history the chief question 
is not whether we as a people can make enough money to 
live on, but what kind of a life we want our money to buy. 
The way a people spends its money determines in a powerful 
way the kind of society they create. The reason why a man 
works becimes an index to his character, therefore. 

Much of a businessman’s time, as well as that of any other 
citizen, goes to preventing the government from absorbing 
his income by taxes. The motive for acquiring wealth easily 
becomes personal and selfish in the presence of this problem. 
But unless we make our work produce income for social 
purposes, i.e. for churches, hospitals, libraries, colleges, the 
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need for support of these enterprises will be met by the state. 

Presently the worker finds himself a part of some form of 
state socialism. Not to support such enterprises voluntarily 
means a vote for political support of them necessarily. 

This is no “share-the-wealth” program I advocate. It is no 
equality-of-distribution-theory, for there is no equality of 
talent. Ir is a proposal that the productive enterprises of the 
country, still in the hands of individuals, be devoted to social 
needs as well as personal needs. The communist countries 
sneer at democratic countries for their laissez-faire policy of 
allowing wealth to pile up where it will. Democracy can 
remain strong and resistant to the infiltration of communist 
sentiment only as it solves its social problems, while per- 
mitting individuals to accumulate large wealth. Joseph A. 
Leighton, once a professor at Ohio State, wisely put the matter 
thus: “The chief problem of America is to hold on to political 
democracy while we attain economic democracy.” 

Finally, let every man seek through his work to open up 
new channels of communication between the groups of 
people to which he belongs. Fascist and communist countries 
seem dangerous to us because they control the truth. Labor 
unions and manufacturers associations are sometimes so parti- 
san in their loyalties that they too seem to control the truth 
and isolate themselves from other men in their time. The 
political conventions televised to the most remote the opinion 
of an unknown delegate, were in this light a good thing. They 
tossed their views into the arena of public inspection in 
remarkable ways. 

Advertising pretends to tell the truth about its product, 
but so often gives only half the truth. More time and copy 
are spent playing on fears that one will look outmoded in 
dress, fall heir to halitosis, or be judged not to be a gentleman 
of distinction, than on communicating truth from one group 
to another. Does your work help or hinder this process of 
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communication? Do you earn your pay from an enterprise 
that informs or confuses the public? Do you join together 
with other workers who ally themselves with the causes of 
their contemporaries, or who isolate themselves from all in 
their time? 

v 

A man’s work may nourish his moral character if he will 
let it. Further, a man’s work offers him an unparalleled op- 
portunity to exert a moral influence on his time. Let a man 
permit the implicit moral forces of his work become explicit. 
May he, furthermore, make the potential moral influence 
available to him become actual. Seize upon the opportunity 
that is yours to cultivate a responsible use of freedom from 
risk, to develop a social aim for securing wealth, and to open 
the avenues of common relationship and communication be- 
tween the workers of the world. 

Richard C. Cabot wrote What Men Live By in 1914. One 
of the things men live by is work and in that section of his 
book on “Work,” he wrote, “Socialism, or some half-way 
house on the road to it, will: doubtless be tried in the next 
few decades .. . But . . . our personal relations and personal 
ideals must improve else economic reforms will amount to 
nothing.” Forty-two years have passed since that book was 
written, and its predictions of socialist experiments have come 
true. But have they improved the personal ideals and relations 
that live in the minds of men who have tried them. No! 
These remain on the agenda and no economic system will ever 
improve them. They are, in turn, the key to success of any 
system man can devise. 

Well, “the most important fact about me is . . .” How will 
you answer? If you complete the sentence by showing that 
your work leaves your part of the world better than you 
found it, you will have mixed such ethics with business as to 
make your generation proud. 


CONTINUOUS INFLOW OF YOUNG PEOPLE ESSENTIAL FOR SUCCESS 
By C. E. McCARTHY, President, Allied Stores Corporation 
Delivered before 28th Annual Boston Conference on Distribution, Boston, Massachusetts, October 22, 1956 


ee N ORGANIZATION can grow and prosper only as 
its people grow and prosper.” 

This quotation is one of the fundamental policy 
concepts of our organization and stated in different ways 
it must be a fundamental policy concept of any organization, 
large or small, which expects to grow and endure over the 
long range. 

I: is axiomatic to think of well run companies, companies 
in which we would have such confidence as to invest our 
money for reasons other than pure speculation, as well man- 
aged enterprises. But, what is management? In substance, 
management is the accomplishment of results through the 
efforts of people. Management is not the development of 
things. It is the development of peopic. 

In retailing, the elemental thought that people are an 
organization's most important asset is especially true. Retail- 
ing is an open industry—there are no patents, no monopolies, 
almost no secrets. Our margins out of which must come all 
expenses, and then profit, are relatively fixei—by our com- 
petition. Regardless of the market a retailer sets for himself 
in a community, he will have competitors offering similar or 
identical merchandise in that market. We regularly shop 
our competitors and they us. Data relative to ail kinds of 





operating expense are freely exchanged, and indeed, the subject 
of industry-wide dissemination. Sales promotion concepts are 
argued and evaluated openly. In personnel, it has become 
prevailing practice to exchange information concerning wages, 
hours and other conditions of employment. Almost the only 
“exclusive” a given retailer can have, and he is blessed who 
has it, is the service of loyal and capable employees, at least 
some of whom have growth potential—the capacity, if 
nurtured, to perform competently in an executive position. 

With this introduction before us, I want to make some 
observations today about retailing as a career. What have we 
as an industry to offer the young, ambitious person who is 
casting around in terms of long term career opportunity? More 
pertinent, what do we have to offer the young, ambitious 
person in the light of what seems to be the more important 
job considerations to him, rather than to management? 

In discussing such questions, let me place the emphasis 
upon the college graduate, because it is he or she who has 
been the most dissected and about whom we appear to know 
the most. This is not to say that the high school student who 
does not go on to higher education is not important. Or, that 
deserving people already employed in the ranks, who have a 
demonstrated growth potential, are not important. These 
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two sources are mighty important in executive development— 
so much so, that no company can afford the luxury of 
developing only an elite corps of college graduates. Spirit and 
morale can hardly be long term ingredients of an organization 
manned in its executive structure only by those who are 
members of the aristocracy of higher, formalized education. 

Withal, the college campus is the greatest single source of 
future executive manpower. And, I can assure you that it is a 
locale which has come in for a good deal of probing. So— 
let’s take a look at it. 

First of all, what is our market among all of those who ‘in 
a given year receive a degree of any sort? Can the retailer 
realistically appeal only to a small segment of the many 
thousands graduating each year? Specifically, what is the 
proportion of the total college graduate market to which 
retailing should direct its selling efforts? 

In round numbers, there were in the year ending June 30, 
1955 some 290,000 people upon whom were conferred 
bachelor’s degrees, and some 60,000 received Master degrees. 
Of these 350,000 people, approximately 225,000 were men 
and 125,000 women. 

However, our recruiting market is not this large. There are 
in the 350,000 a proportion who go on further into academic 
work. There are many women who because of marriage do not 
enter the employment market at all, and there are many 
thousands who majored in a specialty so far afield from 
distribution as such that in the aggregate they should be 
excluded from our consideration. Eliminating the specialties 
of Agriculture, the Biological Sciences, Education, Engineering, 
Geography, Medicine, Law, Mathematics, Military Science, 
the Physical Sciences and Religion, our 350,000 reduces itself 
to a market of just about 150,000 graduates whom we might 
well attract—those who are classified under such headings as 
Liberal Arts, English, Business Administration, the Social 
Sciences and just plain “Miscellaneous.” 

Making the logical assumption that the oyster of over 
150,000 college graduates each year, of whom over 60% 
would be college men, the choicest recruit of all, is just as 
much our oyster as anyone else’s, the next big questions are 
these: What are these people seeking from their jobs? What 
are the most important factors when it comes right down to 
making a choice of a career? Are the graduates inherently 
disposed against retailing? 

The answer to the last of these questions is “no.” Surveys 
disclose that a majority of graduates have not selected any 
particular business as a career preference, and that of the 
minority who have chosen specific businesses in which to 
place their futures, a substantial portion would like to place 
them somewhere in the very broad arena called “retailing.” 

Thus, you see we are not the champions of something so 
dismal, as our trade press and retail meetings of one kind or 
another often indicate we are—that our ambitious young 
citizens slyly whisper or even shout aloud, “We want no part 
of what you have to offer.” 

Surveys also show that the people who advise students, or 
with whom they have frequent contact in schools (advisors, 
teachers, placement officials, administrative officers), welcome 
knowledge about retailing and its career opportunities. Fre- 
quently, they are misinformed or uninformed, and where 
misinformed, can be a key source of incorrect impressions. 
But, they do want information for the guidance of students. 
To the extent it has not been given them, the failure is ours, 
a failure of communication. 

Numerous surveys disclose what uates are looking for 
from an employer. Particular job vary in how they 
are rated in accordance with whose opinion is being sought, 
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and the time and the place of the seeking. But, always, certain 
factors show up as comparatively the most important. 

Here they are as I've analyzed them. 

The graduate wants a future with continuity of employ- 
ment, with opportunity for advancement based on merit. 
He wants job security, not the security of the welfare state, 
but protection against arbitrary or unfair treatment. 

The graduate wants a good starting salary and a good long 
range earnings opportunity. 

He wants interesting work, and the benefit of a company 
policy that stresses an organized training program, promotion 
from within, periodic performance evaluations, and if the 
employer is a large one, protection against the fear of going 
unnoticed, of getting lost in the maze of bigness. 

While hours of work and employee benefits are important, 
neither of these factors tends to rate as among the most 
important. 

He wants a good working environment, a sense of belong- 
ing, in a company he can be proud of, and within that 
environment and company, the sense that the fair treatment 
of people and the quality of supervision rendered are re- 
garded as important by management. 

Apparently, he wants to establish roots relatively early in 
life. He does not want frequent relocation to be “standard 
operating procedure” either for the short range (up to 5 or 
7 years out of college), or for the entire employment span. 

That about sums it up. I have not endeavored to rate factors 
in any order of importance, because no two surveys give 
the precise same rating and I have stated only the most fre- 
quently recurring important factors. 

There is nothing surprising about what I have said so far, 
unless it be that our young ambitious people of today are 
not really any different than were those of a generation ago. 
They are not the so security-minded lot so often pictured that 
they desire above all else complete security and generous 
income without much effort. They are pretty much, I think, 
what you and I were like at the same age. If anything, I 
hope that they might be a little better, for if we can’t improve 
with each succeeding generation we can’t have much hope 
for ourselves or our successors. 

This, of course, brings us to the question—how do we as 
an industry measure up to this composite listing of wants 
of the graduate seeking a career? 

Continuity of employment: I have not been able to locate 
any reliable information which indicates that our turnover 
of executive level personnel is abnormally high. Our highest 
turnover, by far, occurs mainly in the ranks, and before one 
full year of service is reached. One of our large department 
store organizations has systematically collected data on per- 
sonnel turnover and has made available its findings which 
show that separations for any and all reasons in that or- 
ganization are below that of all industries as reported by the 
Bureau of Labor statistics—and that by far the greatest pro- 
portion of all executive turnover is voluntary in nature. The 
economics of our industry are rather uniquely conditioned to 
stabiliry of employment, not instability. In these restless 
years, retailing is no more beset by voluntary executive re- 
locations than is any other major industry. 

Salary, starting salary in particular, has become a key 
consideration. This is understandable, because in recent years 
competitive biding on the campuses has emphasized starting 
salary plus progressions thereafter, and because today mar- 
riage while in school or reasonably soon thereafter is the 
normal rather than the unusual situation. To the extent that 
as an industry, we are lower than the manufacturing industry, 
we must tackle the problem and determine what is the reason- 
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able minimum at which good quality graduates can be ob- 
tained. All other things being relatively equal, I am convinced 
chat starting salary is an important consideration, and one 
that retailers must face up to if they are to obtain their needed 
share of our higher potential young people. In this connection, 
a special word about recruitment standards is in order. The 
retailer who only because of starting salary attracts in the 
main, only the poorer quality graduates, or by recruiting from 
schools of lower academic standards, or by recruiting a dis- 
proportionate share of women because by and large they can 
be recruiced for less money, is only fooling himself. If quality 
is not injected at the bottom, it cannot emerge years later 
coward the top, and a too heavy emphasis upon the woman 
graduate can result later in abnormally high turnover due to 
the marriage factor. 

The subject of earnings does not end with the question of 
starting salary, as important as it may seem to the recent 
graduate—there is the much more important consideration of 
what his earnings will be in five years—in ten years—in 
fifteen years. My observation is that in terms of earnings 
potential, retailing compares with the best. This is mot just a 
point of view. It is an observation confirmed by the American 
Management Association studies of executive compensation, 
and by continuing studies of two of the largest general mer- 
chandising organizations in this country. 

In the case of the AMA studies compensation of retailing 
executives is definitely above the average and ranks ahead of 
such fields as the petroleum, rubber industries, aircraft manu- 
facturing, construction, railroad equipment manufacture, to 
name just a few. 

Just one more statistic before we leave the earnings question. 
The National Society of Professional Engineers published a 
schedule of 1954 earnings of engineers based on the number 
of years out of college and classified as median, upper quartile 
and top decile. The survey covered 1,500 engineers. This 
looked like an excellent opportunity to make some comparison 
of earnings of male executives in our Own company with 
similar educational backgrounds and the same amount of 
business experience. Frankly we had some misgivings about 
what we would find, but the results again prove that retailing, 
while deficient in the early years, does in the long run more 
than make up for this early deficiency. 

Here is the comparative tabulation: 


Year of Upper Upper 
Graduation Median Quartile Decile 
1951-1953 A Retailer $ 4,000 $ 4800 $ 5,700 

1-3 Engineers 5,300 6,100 6,800 
1948-1950 A Retailer 5,800 7,100 8,800 
4-6 Engineers 6,300 7,300 9,000 
1944-1947 A Retailer 7,000 9,000 11,500 
7-10 Engineers 7,400 8,900 11,200 
1941-1943 A Retailer 7,500 10,500 15,000 

11-13 Engineers 8.200 10,300 13,600 
1936-1940 A Retailer 10,000 14500 22,000 

14-18 Engineers 9,000 11,800 16,500 


Another consideration within this general area important to 
the graduate is that retailing has a very high proportion of 
executives to total employees. 

The graduate has told us he wants interesting work, pro- 
motion from within, periodic performance evaluation, and 
the assurance he won't go unnoticed, particularly in a large 
corporation. This sounds like an almost ideal fit of his wants 
and retailing’s ability to perform. There may be other busi- 
nesses wherein these needs can be met, but I am certain there 
is none that is better qualified to meet them than is retailing. 
Our business is primarily a business of people, of dealing 
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with more customers per product delivered than any other 
and people just have to be more interesting, more stimulating 
than anything else on earth. 

Retailing, because it has so many facets, appeals to gradu- 
ates of all temperaments, introverts and extroverts, it runs 
the gamut from research to showmanship, you can be an 
Einstein or a Barnum and still find a niche in it that fits you. 
Very quickly in his career in retailing the graduate bods 
himself responsible for people—in charge of a department— 
selling or sales supporting—wherein he must demonstrate 
his ability to perform. This is ready assurance that he won't 
get lost, for if } his record is good it will show and the one 
responsible for it will be sought. If it’s bad, that will show, 
too. 

A retail organization which does not capitalize upon the 
degree to which interesting work exists, which does not 
emphasize executive development and fair employment prac- 
tices, which does not have a means of detecting and then 
doing something about good job performance backed up by 
growth potential, has only itself to blame for a lack of good 
people. I am persuaded that much of the wailing within our 
craft comes from people who should look first of all to their 
own houses. And I am equally convinced that retailing has 
an industry-wide job of sellimg its career opportunities. A 
handful of the largest retailers, chain and independent, cannot 
alone do the required selling job for the total industry, ad- 
mirable though their efforts may be. 

As to employee benefits, again there is no built-in disad- 
vantage for retailing. Benefits as such become important only 
in their pointed absence, or in their pointed inadequacy. The 
retailer who ignores such matters as group insurance, retire- 
ment obligations, hospitalization and surgical insurance, sick- 
ness and accident insurance, and other such safeguards against 
the major hazards of life, has mo excuse other than that 
somehow he doesn’t belong in mid 20th century America. 
Certainly, the degree of benefits or their cost cannot be 
ignored. But, we must be reasonably adequate in this area 
of personnel practice within our respective communities, even 
though benefits do not generally rate as among the more 
important job factors to the college graduate. 

Let's just take a quick look at hours, frequently mentioned 
as a bugaboo. It is true that with exceptions, executive work 
in retailing involves Saturday work and some night work. 
But it is also true that the store open hours controversy has 
beclouded the issue between store and employee hours, be- 
clouded it to the point that more shopping hours for the 
customer have been assumed to mean more working hours for 
the employee at every level. The fact is that the trend to a 
five day week, to scheduling time off for executives every week, 
to a definite limitation on night work and to a limitation on 
the total executive work week has continued unabated for 
years. Unless we are to conclude that no schedule other than 
a completely daytime Monday through Friday work week 
has a chance to attract talent for executive development, I 
cannot see in the hours issue cause for great alarm. What is 
alarming is retailing’s allowing false impressions to have 
occurred and to continue unchallenged. 

The problem of frequent relocation and the desire to 
establish roots while fairly young, is one more common to 
the chain retail organization. But even to the limited extent 
that it is a problem, is it unique? The question is self- 
answering when we think of the largest “blue blood” indus- 
trials having offices and plants scattered all across the nation. 
Further, one has only to look to a Sears and to a Penney’s to 
discover that two of our largest retail organizations who have 
the problem to a greater degree than most are apparently 
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able to answer it through the quality of their personnel 
practices and their zest for executive training and development 
from within. To the extent that this need is governing with 
the recent graduate it represents a big plus for the department 
and specialty stores. 

Finally, there is no need even briefly to dwell upon such 
things as a pleasant, harmonious working environment, the 
leadership rendered to subordinates on the job, the fair 
treatment of employees and recognizing the desire to belong, 
to be “on the team” which seems to be a desire deeply and 
permanently implanted in almost all individuals. These are 
employee rights and management obligations. They are con- 
siderations basic to every work force, large or small, retailing 
or non-retailing. 

At this point is posed the most important question of all. 
There is a vast market of talented future manpower to tap. 
We offer most, if not all, of the things regarded as most 
important to people who are in that market which is a 
buyer’s market, and will probably continue as such for the 
foreseeable future. In a buyer’s market, only the best sellers 
do sell. The question then is how well do we sell? What is 
the job the retailer must do in order to attract a continuing 
flow of his most important asset-—capable, loyal employees? 

The answer is in attitude, and in imaginative, resourceful 
recruiting. 

If the right attitude is there, the personnel climate will be 
relatively favorable, and there will be a continuing emphasis 
upon executive training and development. If it is not there, 
it will not successfully be induced via orders from above. It 
is likely to be induced only by the example of others through 
proved results, or, more unfortunately, through such a crisis 
of low morale, employee turnover, and an executive shortage, 
that the need to change one’s sights can no longer be ignored. 
I have yet to see a store that would rate “commendable” in 
an evaluation of the success of its executive training activities 
which sponsored such activities only because doing so was a 
matter of required policy. I believe deeply that the spirit of 
executive training, getting a kick, if you will, out of observing 
young people develop, is productive of better results than 
mandatory policies which require a minimum amount of 
training activity. 

But attitude alone is not enough. It must be followed up 
by “sell” and good selling demands imagination and resource- 
fulness. 

Let me give you some observations from our own experi- 
ence. 

Like any large organization having an executive training 
program, we have the usual variables. Some stores claim great 
difficulty in recruiting their required number of trainees, others 
little. Some stores are not only wholly self-sufficient in meeting 
executive requirements—they are, in addition, a source for 
executive manpower needed somewhere else in the company. 
Conversely, some other stores represent an executive drain. 
Some stores not only train the required number of people, 
but far more important develop a reasonably proper share 
of people of high potential. To others, a trainee quota is a 
perfunctory “must,” and few, if any, young people are brought 
along who have an indicated potential of something higher 
than the department manager or “buyer” level. 

Same company, same basic training program, same policy 
requirements, same management thinking at the corporate 
level. Yet the striking variations which are also common in 
other retail organizations! Why? 

The answer is in selling, a selling job that has many facets. 

Here is a step by step program that represents the practices 
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of stores that successfully recruit, train and develop executives 
for their own organization and frequently fur others. This is 
what those stores who really sell their people do. 

Work at the high school level, encouraging and par- 
ticipating in distributive education progress and similar 
activities. 

Develop and maintain good relationship with colleges 
and universities. 

In developing college relationships, get to know person- 
ally placement officers and professors, particularly the top 
professor(s) of retailing and marketing, where there are 


Beat the bushes for trainees—any good nearby fully 
accredited school is a prospective resource. 

Treat the recruitment job to be done as worthy of top 
management attention, not as just one of many functions 
of an employment manager somewhat toward the end of 
the college year. 

Participate in college career conferences, career days 
and activities of similar nature. 

Have store as well as campus interviews, and use inter- 
viewing teams composed at least of one higher executive, 
and, a successful training program graduate. 

Use the fact of an organized training program as a 
recruiting asset. 

Cooperate with students while they are attending college 
by providing them with jobs at hours that they can work. 

Use a good promotional brochure and other literature. 

Alert to recruiting young men out of college for one or 
more years, who have had one or two unsatisfactory job 
experiences, and who now may be interested in retailing, 
although they were not at the time of graduation. 

Honest-to-goodness varied, on-the-job experience, not the 
least that can be gotten by with to conform to policy. 

Instruction by top store executives. 

Emphasis upon promotion from within, and a definite, 
periodic salary review program. 

Emphasis upon promotion on merit alone—no royal 
blood of politics or family. 

Since we are a multiple unit organization, emphasis upon 
company-wide opportunity. 

Continued emphasis throughout all levels of supervision 

on the human relations equation in business. 
Here in brief summary is the picture as I see it: 


1. There is a substantial college graduate market available 
io retatling. 

2. Surveys indicate that there is no major prejudice on the 
part of the college graduate toward retailing and that 
what he is looking for from an employer im terms of 
earnings, teresting and challenging work, opportunity 
for advancemert, continuity of employment, etc. is being 
fulfilled by many retailers and can be by practically the 
entire craft. 

. That imertia with respect to the recruitment of the 
college graduate seems to be a cominon ailment of far 
to many retailers. 

. That retailers generally are downright derelict im pub- 
licizing the virtues of this busimess. There’s too much 
breastbeating and not enough hard selling. 

If we believe that a continuous inflow of good young people 
is an essential for continuing success, then let us make at 
least as strong an effort to sell the benefits of a career in 
retailing as we do to sell the merchandise we buy for the 
customer. 





